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Unlvar Corp

NYSE Symbol UVX

Prica Rangs P-E Ratio . Dividend- Yield S&P Rankdng  Beta .
Sap. 23'93 1893 ) .

1% 14Y-0% 46 . 0.30 2.5% B 1.40
Summary

Univar distribuies x broad of chemicals and relatad products and Is one of the largest Industrist
chamical distribwiors In Notth for the firet haf of flacal 1083-54 were reatricted by un-
tavorable foreign curtenty oxpaiiie n the LS. A put agresment

with Dow Cherical Co. could result in almost a 15% Increass in the number of shares outstanding before

1893 yeur-and. Pakhoed N.V. owne about 31% of the stock.
Business §ummal'y . .

Univar Is a loa distributor in the U.5., Canada,
and Europe of atrial, textila, ﬂ?ﬂwltural and
pest control chemicals and relat ucts.

During fiscal 1991-52, Univar acquired four Euro-
Baan chemical distribition compdnias and formed
nivar Europa (51% owned) to coordinate thase
upamﬂonu in Scandinavia U.K., Switrerand

and taly; it algo acquired hmm Chamicals Ca-

mﬂalm.Durlng y completed
two UG lcquhiﬁamfnr 11.1 million. In-
IMgag;wwanhﬂE%uimﬂlmlaa

UVX oparates principally in one market s nt,
rough thres muyag:nma]or-
mnod mdmm Van Waters & Rogers Inc.
handies all U5, distribution activities, was
formed followi lha me;gar of McKegaon and the
umnpany’a Van m divislon. Cana-
dian operations m conducied through the Van

. Waters & Rogers Lid, untt. Univar Europe N.V.

(51% owned) was formed to aoqulrn the Baljer in-
dusinal Group in Juna 1891,

Asa dstrlbmgduf Industrial

MWMWMWMWmm
Wastere Europe, UVX faces significant compatition
lmmmmmhmamgarmmm
within locat and | marksiz as wafl a3 from
oty nationa) utors.

The comparty provides i hazardous waate man-

uuamnlmlntmu.s. caliad ChamGCara. The
zetvice aflows UVX to maximize the use of existing

‘_. : I’llih . d "

16 1 ] 3

customers in te

mm. taciliies and chemical hanc %
ollection end disposition of their chemical waste
!ﬂ'ﬂm.

rates from 154 fachities with a totad of
M .0 rdflion square foet of combined offfice
and warahouss

apace, of which 3.5 million is
owned and the remaindat leased,
Important Developments

" Aug. 'ﬂ-VmWam&Hogmlm.(Wﬂ%—

ownad) aak it was an

coming the sale of ite
busineas. mummmmmwm
lion in sales in 1882-63. UVX sald the businese
woukd be sold in parts to leading txthe chemical
dizriition firms in smveml geographic markets,

'mmmmhmm

discussions con-

Per Share Data ($) .
¥e. End Fob, 28 M3 9021091 1880

1980 M196B 987 1988 1065 1044

mblEBk.Vul. My 958 - 842 7.53
Fow . 157 058 180 203
m 4028 110 122

03() 030 030

657 554 490 4.02 P55 W2
182 142 067 O8] - 197 194
a.;g 064 005 038 143 o067

i {1
17% 16% 183% 106% ‘4% . 51%

12 .14 12k 124 13% 13N

Payout Rato. ﬂ_ﬁ - NM . 27%  24%
 Calendar Years 1962 mj- 1990 1989 1088 1987 _ 196861985 1984 _ 1983
Prices—tgh - 13%  17% 16% 174

Low 10 9% @A 12% @4 E% 4% 8% TR B%
F/E Riatio— $1-98  NM 158 15410 117 2.8 NM 34621 95 21-12

: mw of 10% Now, 1904, 1. FefL mergor ar scg. 2. el intarigiblen. 3. e, reevin of dlec. ope. of 4057 In
Dels mod mpa M mw. = ? . ope.
$

Standard NYSE Stock Raports

Esptembar 30, 1953
Vol. 60/No. 1 45 Cogyin & 158 Jarcat & Poots Gy, Al i Rt
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Im:om Data (Millinn 3)
. % Oper.

Enﬂd Ing, of
Fab. 24 Revs. Oparinc Pevi. Cap Exp.  Degr,

Univar Comlt_io_

. HatBel. EM,Tmx % Nat In¢. .M
LExp. Taxes Fuw  Netle offeve.  Flow

1953 1801 474 26 1.7 249
N9 1558 8.0 1.8 799 164

182 B4 4% E1 03 310
‘154 d78 NM_dsé  NM 108

18917 1,338 560 40 414 142
1990 1379 615 45 396 144

136 336 415% 198 14 3348
144 360 402% 215 46 358

1960 1,908 560 - 43 316 138
1988417 429~ 38 189 137

122 %338 40% 200 45 338
103 214  479% {12 1.0 249

11987 683 148 21 658 82
2086 538 162 30 104 48

83 "5 Sa4% 07 01 . 89
61 %8B 353% 43 08 61

1986 952 257 27 162 6.0
1884 881 248 2.B 12.5 5.2

95 255 38.0% 1548 1.7 8 .

84 23 40.0% T4 0.8 12.8

Balance Sheet Data (Million 3 .
Fib2l Gk Assels th. ftlo A::tlt

% Rat. on M% ol lm'ﬂm'H.TM ‘KEP;'.WM

0.7 170 - 163 350 413 3
NM__ 201, 188 402 488 NM

89 136 148 307 441 140
47 116 132 260 448 474

1993 295 390 . %05 1.3 892
1982 173 405 200 14 716
1991 187 288 209 14 528
1980 193 276 204 14 477
1989 75 260 19 13 431
1988 66 235 167 14 356

48 1037 115 219 472 189
30 115 9% 21 647 128

1687 Nit 184 143 14 347
1888 0.1 107 w 14 187

02 103 85 180 542 09
17 . 59 45 108 4B 61

1985 45 212 14D 15 303
1984 23 188 125 15 287

53 - 81 86 161. 3831 168
22 B8 102 . 159 338 74

ﬂ"‘“ﬁ‘w‘ 1. ok, g or wog, X Bxel: dins. opm,. 3 Inck, squity in same, of nonconmal. suba, tf\-ﬁ.mm Aok,

L, T - L T
Net Sales (Mlillon $) ". Finances
Quarier: 190304 190000 100102 1900-81  nder mn pment, UVX m ire Dow
May .cioniinen. 488 488 377 382 (‘.:htstmk:alaﬂ %mz mnra ghares
474 464 367 232  untl Dacember 31, 1 althon mwy holds
'E';’Q’j e 418 410 ayp ous ‘p"“m in UVX. Pricing of the siock is

1,801 1,558 1,308

Sales for the six months ended August 31, 1993,
ose 3.2%, myanr.mgalmlnbumus md
forel . However, profitabliity was

ras byw#nwmhhcurruncymhnmamm

' Common Share Eamings ($) -
Quarter. 199304 19040 19B1-52 199091
May ...eee 017 © 013 008 022

117 P 010 015 o043 (032
L LT 604 0832 0P8

Fob....ocovenraas : 003 007 020
' 026 do29 1.0

manucdulmbnshmchm nya‘! 1933,
wae $18.23

Dlvldpnd Data
Cash has besn paid each yaar since 1635,

Amt of Date . Exdvd, Stockol P
DIWP.E B:g Dats  Record m
0.07TH 23 hoy. 3 Nw. 8 Dec. 192

Ol
OTE . &7 Fa 2 P 8 Men 2
Q07 . 4 Mey 10 dn 183
A O

-9 Aug 9 Aug. 3183
‘Capltalization ' Do
. Long Torm Dabt; msmsmutusm) T
Minority Interaat: $1,506,000.

Commen Stacke 19,650,162 shs. (Maahpar)
Royal Pakhoad N.V. owns sbaut 39%,
Institutions"hold about 18%.

Sharaholders of record: 6,300 (2/3).

R e R L R
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ARCHER, BULMAHN, JENKINS & BOWLER
CERTIFIED PUBLIC ACCOUNTANTS

628 SOUTH LAKE AVENUE » PASADENA, CALIFQORNIA 21106

To The Board of Directors
Angeles Chemical Company, Incorporated

We have compiled the accompanying balance sheet of Angeles Chemical Company, Incorporated
as of April 30, 1993 and the related statements of income and cash flows for the year then ended, in
accordance with statements on standards for accounting and review services issued by the American
Institute of Certified Public Acoountants.

A compilation is limited to presenting in the form of financial statements information that is the
representation of management. Wea have not audited or performed a review service on the accompanying
financial statements, and accordingly, do not express an opinion or any ather form of assurance of them,

Managamsnt has elected to omit substantially all of the disclosures required by generally accepted
accounting principles. I the omitted disclosures were included in the financial statemnents, they might
influence the user's concluslons about the Company's financial position, results of operations, and cash

flows. Accordingly, thesa financial statements ara not designed for those who are not informed about such
matters.

Orchen, Bakmats, Dewseie + [Fnrte

CERTIFIED PUBLIC ACCOUNTANTS

December 30, 1893

BR0O00210



ANGELES CHEMICAL COMPANY, INCORPORATED

BALANCE SHEET
{(UNAUDITED)
APRIL 30, 1993
ASSETS
CURRENT ASSETS .
Cash & cash equivalants $ 316,966
Accounts receivable L3 983,789
Allowance for doubtful accounts {5,000}
Net accounts receivable . 978,789
Accounts recaivable - Stallion 153,895
Accounts receivable - other non-operating 3,118
Accounts receivable - Samson 359,129
Employae atvances 4,644
Inventorles 920,422
Prepaid property tax 1,507
Prepaid ingurance 152873
Prepaid other 21977
Prepaid excise tax-fuel 7,058
Total ctrrant assets 2,920,378
FIXED ASSETS
Office trailer ' 949,567
Trucks & autos 204,966
Tanks & plant equipment 740,232
Furniture & fixtures 215,785
Plant 357,370
Drums 127,752
Total fixed assets 1,745,673
Less: accumulated depreciation _ 1,522,660)
Net fixed assets 223,013
OTHER ASSETS
Investment in Samsan 23,686
Total assets % 3,187.077

See accountants’ compilation report

ARCHER. BULMAHN, JENKINS & BOWLER
GERTIFIED PURLIC ACGDUNTANTE
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SHEET
(UNAUDITED)
APRIL 30, 1993

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES

Notes payable $ 85,046
Acrounts payable 1,912,276
Accrued tank testing 63,904
Accrued commissions 11,430
Accrued payroll and sales taxes 6,018
Other accrued llabillties 17,536
Drum deposits 59,685
State income Laxes payable 1,731

Total current labllities 1,357,627

STOCKHOLDERS' EQUITY
Common Stock - $.10 Par Value,
1,000,000 shares authorized,

54,065 ghares issued & outstanding 5,407
Paid in Capltal 105,724
Retained earmings - beginning $ 1,649,076
Net income _ 48,243
Retained eamings 1,698,119
Total stockholders’ equity 1,809,450
Total liablitles and stockholders’ equity $ 3,167,077

See accountants’ compilation report

ARCHER, BULMAHN, JENKINS & BOWLER
CERTIFIED FUBLIC ACCOUNTANTS
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME
(UNAUDITED)

FOR THE YEAR ENDED APRIL 30, 1993

% Of Sales
SALES 5 8,103,337 100.00%
COST OF SALES 5,600,953 70.23%
Gross profit 2412384 28.77%
OPERATING EXPENSES
Salaries & wages - 464,556 5.73%
Qutside Labor ‘ 362,180 4.47%
insyrance 233,829 2.89%
Truck expense’ 162,836 2.01%
Frelght 157,692 1.95%
Commisions - Bortz 153,771 1.90%
Rent 143,880 1.78%
Repairs & maintenance 128,961 1.59%
Plant expense 97,726 1.21%
Printing expense 83,666 1.02%
Tank testing & lab expense 80,401 89%
Auto & Travel 55,345 68%
Bad debts ' - 46,255 57%
Telephone & utiitias 45912 57%
Depreciation 43,768 54%
Payrall taxes 42 617 53%
Professional services 40,882 50%
Taxes & licenses 37,271 A6%
Business promotion 30,950 38%
Office supplies 23,772 36%
Computer expanse 258413 5%
Advertising . 16,420 20%
Profit sharing expense 16,200 20%
Employee welfare 11,167 4%
Dues & subscriptions 10,424 13%
Equipment rental 7,702 0%
Seminars and meatings 3,085 04%
{cnations 150 00%
Total operating expenses $ 2,534,921 31.28%
Operating loss $ {122,537) {1.51%)

See accountant's compilation report

ARCHER, BULMAMN, JENKINS & BOWLER
CERTIFIEDFUBLICACCOUNTAHTS

BR0O00213



ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME

(UNAUDITED)

FOR THE YEAR ENDED APRIL 30, 1993

OTHER INCOME OR {EXPENSE)
Income split-Samson
Terminaling charges
Interest income
Gain on sale of assets
Miscellaneous income
Miscellaneous expense
Interest expense

Total other income
Income before income taxes

Provision for Income taxes

Net income

Seae accountant’s compilation report

ARCHER, BULMAHN, JENKING & BOQWLER

CERTIFIED PUBLIC ACCOUNTANTS

$

% Of Sales

138,889 1.71%
33,166 A1%
7.861 0%
2,650 03%
1,338 D2%
(2.475) {.03%)
(5,818) {.D7%)
175,811 217%
53,374 H55%
(4,131) {.05%)
49,243 B1%
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME DETAIL
(UNAUDITED)

FOR THE YEAR ENDED APRIL 30, 1993

Solvents - sales $ 2,845,838 35.12%
Returns & allowances {260) 00%
Total sales 2,845,578 35.12%
Cost of sales 2,200,421 27.15%
Gross profit $ 645,157 7.968%
Packaging - sales $ 1,284,455 15.85%
Returns & allowances {11,868) (.15%)
Total sales 1,272,589 15.70%
Cost of sales 948,121 11.70%
Gross profit ‘ $ 324 468 4.00%
Bortz - sales $ 4,008,087 49.46%
Retumns & allowances ' {16.021) (.20%)
Sales Discounts {6,896} (.09%)
Total sales 3,985,170 49.18%
Cost of sales 2,542,411 31.37%
Gross profit $ 1,442,759 17.80%
1 =
Total gross profit § 2,412,384 29.77%

See accountants’ compliation report

! ABRCHER, BULMAMN, JENKING & BOWLER
CERTIFIGR PURLIE ACCOUNTANTS

BR0O00215



ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF CASH FLOWS

(UNAUDITED)

FOR THE YEAR ENDED APRIL 30, 1993

CASH FLOWS FROM OPERATING ACTIVITIES:

Net Income
Adjustments to reconcile net income 1o Net
Cash used in Operating Activities:

Depreclation $ 43,768
Equity in Income of affiliate {138,889)
Decrease In accounts recelvable 34,254
Increase In inventory {45,724)
Increase in prepaid expense {13.920)
Drecrease in drums inventory B.288
Decrease in accounts payabla {107,903)
Increase in accrued expenses 49,385
Derease in customer deposits (315)
Increase in income tax payable 203
Total sdjustments
Net Cash used in operating activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Employee advances (13.452)
Collections on employes advances 12,625
Caphtal expenditures {£0,746)
Distributions from affillate 152,381
Net cash provided by investing activities
CASH FLOWS FROM FINANCING ACTIVITIES:
Procesds from note payable 153,083
Repayment of note payable (137.893)

Net cash provided by financing activities
Net increase in cash

Cash at the beginning of the year
Cash at the end of the year

See accountants’ compilation repont

ARBCHEHR. BULMAHN, JENKING & BOWLER

CERATIFIED PUBLIC ACCRUNTANTS

49,243

{170,853)
{121,610)

130,808

15,150

24,388

292,578

$ 316,966

== ~—
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BRAMSTEDT
znd Azsociates Incarparated
Firancial Consulting

tusiness Valuations

Financial Analysis

December 22, 1992 N\

S

Enployee Stock Ownership Plan
Admninistrative Committee

Angeles Chemical Co., Inc.

P.0O. Box 2163

Santa Fe Springs, California 30670

Attn: Mr. John Locke

You have requested that we express an cpinion as to tha fair
parket value of the common stock of Angeles Chemical Co., Inc.
{*Anchen" or the "Company") as of April 30, 1992 for Employee
Stock Ownership Trust (ESOT) purposes. The purpose of this -
letter is to advise you of our opinion of value. The formal
evaluation report will be forwarded under separate cover when
conplaetad.

In arriving at an appraisal of fair market value, some primary
determinpants of value are return on investwment, growth potential
and the investor’s perception of risk. We have examined these
factors as well as liguidity and other financial elements in
analyzing the cperating and financial performance of Anchemn.

our review and analysis places a fair market value on the common
equity ownership of Anchem as of April 30, 1392 of 51,621,000 or
$30,00 per share based on 54,065 shares outstanding. It is
derived from & modified adjusted book value approach and is
discounted for restricted marketability.

It is important to note that this per-share fair market value is
for transactions involving minority interest(s) in the Company’s
common stock. Xt does not reflect the value of Anchem as an
entity or the value of a block of stock which would give a single
buyer control of the Company. The value established is based on
financial information through April 1992. Accordingly, this
value should be valid not only for that date, but also for a
reasonable period beyond it.

2402 Vista Del Mar Lane Tiburon, CA 548201104 Tel 4154350430 Fax 4154359458
L14 Sormame S, Suite 808 San Prancisco, CA S4L0A-3818 Tel 415-562-9800 Fax 3 L5-362-8492

BRO00217



Angeles Chemical Co., Inc.
December 22, 1992
Page two

The valuation eonclusion and the appraisal report are being
prepared by Bramstedt & Assoclates as a subcontractor to Sansome
Street Appraigersg, Inc.

Sincerely,
BRAMSTEDT & ASSOCIATES, INC.

Lo Bl

Eric M. Bramstedt, CFA
EMB: ew

ge: Tim Mahoney

BROO0D218



REPQRT OF
ANGELES CHEMICAI. COMPANY, INC.

APRIL 380, 1992

BR0O00219




——n

REPORT DF
ANGELES CHEMICAL COMPANY, INC.
APRIL 30, 1992
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ARCHER, BULMAHN & CO.
62%& BOUTHE LAXE AVENDE
PABADENA, CALIFORNIA %1106

%0 THE BOARD OF DIRECTORS
ANGELES CHEMICAL COMPANY, INCGRPORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMFANY, INCORPORATED AS OF APRIL 30, 1992 AND THE
RELATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE YEAR THEN
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS.

A COMPILATION IS LIMITED TO PRESENTING IN THE FORM OF
FINANCIAL STATEMENTS INFORMATION THAT 15 THE REPRESENTATION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO ROT
EXPRESS AN OPINION GR ANY OTHER FORM OF ASSURANCE ON THEM,

. MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIFPLES,
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER’S CONCLUSIONS ABOUT THE
COMPANY 'S PINANCIAL POSITION, RESULTS OF OFERATIONS, AND CASH
FLOWS. ACCORPINGLY, THESE FINANCIAL STATEMENTS ARE NOT BESIGNED
FOR THOSE WHO ARE NOT INFGRMED ABOUT SUCH MATTERS.

Ohchey, (loado v G-
CERTIFIED PUBLIC ACCOUNTANES

NOVEMBER &, 1992

BR0O00221



ANGELE® CHEMICAL COMPANY, INCORPORATED

BALANCE EHEET
THAMUDITED
APRIL 30, 1992

ABSETS

CURRENT ASSETS
PETTY CASH
CASH IN BANK
CASH IN BANK ~ PAYROLL.
CASH IN BANK -BORTZ
CASH IN MONEY MARKET
ACCOUNTS RECEIVABLE
ALLOW. FOR DOUSTFUL ACCTS.

NET ACCOUNTS RECRIVABLE
ACCTHE. REC. - STALLION
ACCTS. REC.
ACCTS. REC. - SAMSON
EMPLOYEE ADVANCES
INVENTORY -~ CHEMICALS
INVENTORY -PACKAGING
INVENTORY ~-FXG.-BORTZ
INVENTORY ~GASOLINE
FREFAYD INTEREST
FREPAID PROPERTY TAX
PREPAID INSURANCE
FREPAID AUTO INSURANCE
PREPATD CONSULTANTS FEES
PREPAID OTHER
PREPAID EXCISE TAX -FUEL

TOTAL CURRENT ASSETS
FIXED ASSETS
OFFICE TRAILER
TRUCKS & AUTOS
TANKS & PLANT EQUIPHMENT
FURNITURE & FIXTURES
PLANT
DRUMS _
TOTAL FIXED ASSETS
LES8: ACCUMULATED DEPRECIATION
NET FIXED ASSETS

OTHER ASSETS
INVESTMENT IN SAMSON

TOTAL QTHER ASSETS

TOTAL ASBSETS

SEEX ACCOUNTANTS’ COMPILATION REPORT

1,030,926.26
(20,257.15)

e e e A - e T VP

= OTHER RON-OPERATING

99,567.42
219,335. 36
723,270.88
214,708.06
354,662.97
136,040,56

1,747,585.25
(1,493,260.48)

T A e e e S T A Wy

32,303.5)

b b Dl 2 T T S —

$

5,254, 02

{173,966.13)

(8,373.22)
45D,206.13
11,457.32

1,010,669.11

112,553,95
46,829.88
364,003.57
3,817.32
527,492.67
67,523.54
276,338.73
3,343.39
2,187.64
1,557,37
140,996.25
475.00
3,300.00
14,758.85
6,220.00

e e . . - e O S e e e

2,874,645,3%9

254 ,324.77

12,303,513

$ 3,161,273.69

BRO00222



ANGELES CHEMICAL CONPANY, INCORPORATED

BALANCE BEEET
UNAUDITED
AFRIL 30, 1992

LIABILITIES AND STOCKHOLDERS! EQUITY

CURRENT LIAPILITIES

NOTES PAYABLE $ 69,856.16
ACCOUNTS PAYAELE 1,220,178.86
OTHER ACCRUED LIABILITIES 7,254.92
ACCRUED TANK TESTING 12,016.08
ACCRUED PAYROLL 18,055.22
ACCRUED COMMISSIONS 5,604.51
ACCRUED WORKMANS COMP.INS. 0.03
EUI PAYABLE 2,422.18
FUTA PAYABLE 910.42
SALES TAX PAYAELE 3,240.55
CALIF. FRANCHISE TAX PAYABLE 1,528.00
DRUM DEPOSITS 60,000.00

TOTAL CURRENT LIABILITIES
LONG-TERM LIABTLITIES

TOTAL LIABILITIES

STOCKHOLDERS' EQUITY
COMMON STOCK - $.10 PAR VAIXUE,
1,000,000 SHS. AUTHORIZED,
54,065 SHS. ISSUED & OUTSTANDING
PALID IN CAPITAL

RETAINED EARNINGE - BEGINNING § 1,643,803.35
NET INCOME OR (LOS5) 5,273.11

RETAINED EARNINGS
TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ BQUITY

1,401,0666.913

-

1,401,066.93

5,406.50
105,7213.80

1,649,076.45

1,760,206.76

o s e i kg e T - b

$ 3,161,273.69

SEE ACCOUNTAMTE! COMPILATION REPORT
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ANGELEE CHEMICAL COMPANY, INCOREORATED
BTATEMENT OF IMCOMNE

UNAUDITED

FOR THE TWELVE MONTHE ENDED AFRIL 30, 19%2

SALES
COST OF SALES

GRO5S PROFIT

OPERATING EXPENSES

ADEINISTRATIVE SALARIES
OFFICE WAGES

SALES WAGES

DIRECT WAGES

INDIRECT WAGES
PAYROLL TAXES

WORKMANS COMP. INSURANCE
GROUP INSURANCE
CUTSIDE LABOR
ADVERTISING

AUTO & TRAVEL

BAD DEBTS

COMPUTER EXPENSE
DONATTONS

DRUM MATNTENANCE

DUES & SUBSCRIPTIONS
SEMINARS AND MEETINGS
EMPLOYEE WELFARE
EQUIPMENT RENTAL
FREIGHT-IN

FREIGHT OUT

CASUALTY INSURANCE
LAB EXPENSE -

OFFICE SUPPLIES
PRINTING FREP. EXPENSE
PLANT EXPENSE

POSTAGE

PROFESSIONAL SERVICES
PROFIT SHARING EXPENSE
RENT

REPAIRS & MAINTENANCE
SALES PROM. TRAVEL
BUSINESS PROMOTION
TANK TESTING EXPENSE
TAXES & LICENSES
TELEFHONE

TRUCK EXPENSE
UTILITIES

COMMISSIONS -BORTZ
DEPRECIATION

TOTAL OPERATING EXPENSES

SER ACCODNTANTS’

.3

_YEAR TO DATE  __ &% _
$ B,050,881,.29 100.00
6,104,885.87 75.83
1,945,995.42 24.17
105,627.39 1.31
88,237.66 1.10
59,694.80 0.74

$® 52 165,0830.44 2.06
32,129.24 0.40
44,150.49 0.55
68,296.75 0.85
53,016.01 1.16
219,174.51 2,72
16,692.97 0.21
43,574.49 - 0.54
12, 000.00 0.15
10,124.63 0.13
250. 00 0. 00
106,868.10 1.33
11,041.71 0.14
2,841.42 0.04
11,389.04 0.14
2,436.74 ¢.03
64,275.5%0 0.80
/o5 40,971.96 0.51
79,981.93 0.99
854.32 0.01
20,133.94 0.25
14,580.33 0.18
82,4623.07 1.02
€,681.60 0.08

. %9,082.57 0.73
15,662.94 0.19
137,400.00 1.71
36,390.33 . 0.45
12,921.69 0.16
27,837.23 0.35
14,400.00 0.18
33,031.36 0.41
27,104.87 0.34
145%,600.53 1.81
18,207.91 0.23
102,847.22 1.28
73,730.56 0.92
26.18

$ 2,107,536.25

COMPILATION REFPORT

BR0OQ0224



ANGELES CHEMICAL COMPANY, INCORPORATED

BTATHMENT QF INCOME
UNADDITED

FOR THE TWELVE MONTHE ENDED AFRLIL 30, 1992

CPERATING LU&S .

OTHER INCOME OR (EXPENSE)
DISCOUNTS EARNED
DEMURRAGE
INTEREST INCOME
IRCOME SPLIT-SAMSON
SALARY REIMBURSEMENT
MISCELLANEOUS INCCME
PAILES
TERMINALING CHARGES
INTEREST EXPENSE

TOTAL OTHER INCOMFE (EXPENSE)

INCOME BEFORE INCOME TAXES
PROVISION FOR INCOME TAXES

NET INCOME

_XFAR TO DATE —
$ (161,540.83) {2.01)
1,132.49 0.0

50.00 0.00
12,836.46 0.16
128,333.82 1.59
1,044.45 0.01
1,508.87 0.02
742.14 0.01
31,535.29 0.39
(8,081.58). (0.10)
169,141.94 2.10
7,601.11 0.09
(2,328.00) (0.03)

$ 5,273.11 0.07
b b —— - —— - Lt ]

BEE ACCOUNTANTS ' COMPILATION REPORT
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ANGELER CHEMICAL COMPANY, INCORPORATED
BTATEMENT OF INCOME DETAIL
UNAUDITED
FPOR THE TWELVE MONTHS ENDED APRIL 30, 1992

-YEAR TO DATE = _ &

SOLVENTS -~SALEE $ 3,992,471,.54 100.01
RETURNS & ALLOWANCES {334.02) {o0.01})
TOTAL SALES 3,992,139.52 100.00
COST OF SALES 3,321,252.7% 83.19
GROSS PROFIT &670,886.73 16.81
PACKAGING —-SALES 1,115,589.95 100.67
RETURNS & ALLOWANCES (7,393.65) (0.567)
TOTAL SALES ) X,108,596.30D 100,00
COST OF SALES 855,830.89%9 77.20
GROSS YROFIT 282,765.41 22.80
BORTZ -SALES £,964,83].64 100.5¢
RETURNE & ALLOWANCES {12,858.468) (C.44)
SALES DISCOUNTS : (1,827.49) (D.0€)
TOTAL SALES 2,950,145.47 100.00
COST OF SALES 1,890,342.32 64.08
GROSS PROFIT 1,059,803.15 3%.92
TOTAL GROSE PROFIT $ 1,945,995.42 24.17

' I I I L ]

SEE ACCOUNTANTE’ COMPILATION REFPORT
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ANGELES CHENICAL COMPANY, INCORPORATED
BTATEMENT OF CASBH FLOWE
UNAUDITRD
TOR THE TWELVE MONTHE XKDED APRIL 30, 1992

CASH FLOWS FROM OPERATING ACTIVITIEA:
NET INCOME

ADJUSTMENTE TO RECONCYLE NET INCOME TO
NET CASH FLOWS FROM OPERATING ACTIVITIES:

PEPRECTATLION $  73,730.56

FQUITY IN INCOME OF AFFILIATE (128,333.82)

CHANGE IN ASSETS AND LIABXILITIES
INCREASE IN ACCOUNTS RECEIVABLE (444,656.70)
INCREASE IN INVERTORY (136,397.99)
INCREASE IN FREPAID EXPENEES {9,448.81)
INCREASE IN DRUMS INVENTORY (31,892.56)
INCREASE IN ACCOUNTS PAYABLE 471,003.18
DECREASE IN ACCRUED EXPENSES (8,110.07)
INCREASE IN CUSTOMER DEFOSITS 3,793.86
INCREASE IN INCOME TAXES PAYABLE 1,528.00

TOTAL ADJUSTMENTS

NET CASH USED BY OPERATING ACTIVITIES

CASE FLOWES FROM INVESTING ACTIVITIES:

LOANS ADVANCED (158,034.42)
COLLECTION OF LOAN ADVANCES ~131,912.00
CAPITAL EXPENDITURES (47,325.25)
DISTRIBUTIONS FROM AFFILIATE _ 107,715.09

NET CASH PROVIDED BY INVESTING ACTIVITIES

CABH FLOWS FROM PINANCING ACTIVITIES:
PRINCIPAL PAYMENTS ON LOANS (12,873.22)

NET CASH USED BY FINANCING ACTIVITLES

NET DECREAHE IN CASH
CABH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

8EE ACCOUNTANTS’ COMPILATION REPORT

5 5,273.11

{208,7B84.35}

(203,511.24)

24,267.42

(12,873.22)

{182,117.04)
474,695.16

T S Sl vl wpey S Y TR R S

$ 292,578.12

b e e i )
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BRAMSTEDT
and Associates Incorporated
Financial Consulting

Business Vatuations
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CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committes

Angeles Chemical Co.

P.0O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke
Gentlemen:

You have requested we establish the fair market value of the
common stock of Angeles Chemical Co. for Employee Stock Ownership
Trust (ESOT) purposes as of April 30, 1992.

Qur evaluation places a fair market value of 41,621,000 on the
common stock of Angeles Chemical Co. as of April 30, 19%2. Based
on 54,065 A and B common shares outstanding, the value per share
is $30.00. This evaluation is derived from modified adijusted
book value and is discounted for restricted marketability,

The valuation conclusion was transmitted to John Locke on Decem-
ber 22, 1992,

The valuation report was prepared by Bramstedt & Associates, Inc.
as a subcontracteor to Sansome Street Appraisers, Inc.

Earnings prospects can change, as can the general economic
climate. Federal requlations reguire that the Company’s common
stock be reevaluated at least annually for ESOT purposes.

Very truly yours,

BRAMSTEDT & ASSOCIATES, INC.
Eric M. Bramstedt, CFA

Prezident

EME: ew
enclosure

2402 Vigta Del Mar Lane Tlburon, CA 94320-1208 Tel 415-455-8458 Fax 413-435-9438
114 Sangome 3t Sulte 808 San francisco. CA 94104-3818 Tel 41536296500 Fax 413.3682-6402
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I.

INTRODU

Angeles Chemical Co. ("Anchem" or the "Company") has requested
Bramstedt & Assgociates, Inc. render its cpinion as to the fair
market value of the Company’s common stock in connection with
transactions involving the Company’‘s Employee Stock Ownership ,
Trust (ESOT}. This valuation is based on financial data provided
us for the five fiscal years ended April 30, 1992 and is derived
from a modified adjusted book value methodology.

In that regard, Bramstedt & Associates places a fair market value
of $1,621,000 or $30.00 per ghare on the common stock of Anchem
as of April 30, 1992 based on 54,065 A and B shares outstanding.

Anchem is a closely held corporation with no present market for
its common stock. It is a regional Scuthern California liguid
chemical distributor whose products are used in industrial,
commercial and retail/consumer coating applicationz. Sales in
fiscal years 1990-1992 have stabilized at %8 million after
falling over 50% from a peak of $16.8 million ten years earlier.
The Company broke even in fiscal 1992 after recording compara-
tively zmall losses in fiscal years 1991-1989, the first deficits
in its 19-year history. A joint venture agreement with Samson
Chemical Ce. has contributed to this business stabilization.
Soil and underground water contamination problems at Anchem’s
plant continue to be monitored and tested, but =0 far have not
required significant remedial and other costs. Anchem has .a
reasonably liquid, debt-free balance sheet.

Like all chemical processors, however, Anchem and its customers
are facing significant environmental regqulations in the Los
Angeles Bagin. These have zeriocusly affected Anchen’s business
base and combined with the depressed Southern California economy
cloud the Company’s intermediate-term prospects.

fal of the V tionh Stud

The purpose of this valuation study is to determine the fair
market value of a minority interest in the common stock of Anchen
as of April 30, 1992 for transactions invelving the Company’s
Employee Stock Ownership Trust.

In performing this valuation study, a variety of data and assump-
tions was used. The financial information on past performance
wag gathered from the financial statements of Anchem as prepared
by its accounting firm for the past five fiscal years. We have
included in Appendix I a copy of Anchem’s most recent finanecial
statement, for the fiscal year ended April 30, 1992.

Frojections of expected future financial performance through
fiscal 1993 were provided by management. The appraiser has
visited the Company‘’s facilities in Santa Fe Springs, cCalifornia.
Interviews were held with members of management and with certain
outside sources with regard to the chemical distribution industry

_1_
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generally and specifically about several important environmen-—
tal fregqulateory issues facing the Company.

In ascertaining the value of the Company, published data on
publicly traded companies were utilized in an effort te find
comparable companies. There were no companies which were found
to be directly comparable.

Valu

Anchem’s ESOP was established during fiscal year 1984 as a
conversion from a profit sharing plan. ESOF valuations for
Anchem since fiscal 1987 have been prepared by Menke & Associ-
ates, Inc. and Bramstedt & Associates, Inc. PBramstedt & Assogi-
ates’ update valuation report for April 30, 1991 iz dated Novem-
ber 1991. All these reports are herein incorporated by reference
and contain a description of the chemical distribution industry;
Anchem’s history, operating description and management; and the
valuation methodologies employed.

The table below illustrates the aggregate ESOF (minority inter-
est) values relative to certain financial eriteria for fiscal
years 1985-92:

ESOP _Valuation Summary

Times

Aggragate Fer Percent of Groas  Working
Date Esop Vv Ehare S8ales Assets Egulity Profit Capital
4730792 51,621,000 5£30.00 20.1% 51,3% 92% 0.83X 1.10X
4/30/91 1,653,300 30.60 20.8 61.2 94 0.83 1.10
4/30/90 1,527,885 28,25 18.8 54.7 85 Q.79 1.14
4/30/89 1,635,095 30.25 18.2 53.9 81 0.7% 1.08
4/30/88 1,730,000 32.00 18.3 56.5 81 a.72 1.15

mitati i on

In preparing the wvaluation, Bramstedt & Associates relied upon
and assumed the accuracy and completeness of all financial,
statistical and other information provided by Anchem. Bramstedt
& Associates also considered information based upon other public-
ly available sources which it believes to be reliable, however
Bramstedt & Associates and the appraiser do not guarantee the
accuracy and completeness of such information and did not inde-
pendently verify the financial statements and other information.
The appraiser is not aware of material omissions or understate-
ments which would affect values contained in this report. The
fair market value arrived at herein represents the appraiser’s
considered opinion based upon the facts and information presented
to him. HNo legal opinion la expreased by this report and its
accompanying documents.

This valuation report does not address mattersz requiring special
expertise or Knowledge not generally held by business appraisers.

-2 -
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As such, this report does not specifically address such issues as
toxic contamination, hazardous waste, engineering and structural
soundness, litigation and legal concerns, etc. (See “"Company”
section.)

This appraisal is intended for the purpose(s) stated herein. Any
other application by the Company, its shareholders and others may
not be appropriate.

Neither the appraiser nor Bramstedt & Ascocjates, Ing. has any
praesent financial interest in Anchem, and the fee for this
valuation is not contingent upon the value(s) determined. The
qualifications of Bramstedt & Assoclates to undertake this valua-
tion are sunmarized in Appendix II.
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The stock in this valuation has been evaluated based upon:

(1) the pertinent principles, regulations and quidelines of the
Internal Revenue Service and the Department of Labor; (2) analy-
sis of the Company‘s financial statements; (3) thorough discus-
sions with management; and {(4) analysis of relevant industry
conditions and other factors.

Definjtions

The following terms will recur throughout the valuation and
should be understood by the following definitions, except as
otherwise noted:

Fair Market Value -- The Internal Revenue Service has
defined "fair market value" in Revenue Ruling 59-60, issued
in March 1%59, as:

"...the price at which the proparty would change hands between
a willing buyer and & willing seller when the former i not
under any compulsion to buy and the latter is not undar any
compulsion to sell, both parties having reasonable knowledge
©f relevant facts, Court decisions fregqueantly state, in
addition, that the hypothetical buysy and geller are assumed
to be able, as well ac willing, to trade and be well informed
about thae property and concerning the market for such pLop-
erty."”

This definition is widely accepted and used in courts of law
and in tax literature and is the most widely used approach
in valuing closely held securities. It is the basic defini-
tion upon which we have relied in determining the fair mar-
ket value of the Company’s stock. Revenue Ruling 59-60 was
issued for estate valuation purposes, but is not limited to
that use. Tt serves as a guide in virtually all valuation
situations requiring the determination of fair market value.

Pretay and Pre-Contribution Earnings -- Pretax earnings
refer to earnings or income before federal, state and local
income taxes. Pre-contribution earnings refer to pretax

earnings before discretionary employee benefit plan contri-
butions.

ESOP -— Employee Stock Ownership Plan and ESQT ~- Employee
Stock Ownership Trust refer essentially to the szame entity
and for purposes of this valuation can be considered inter-
changeable.

& DOL, Guj

In general, a company whose securities are traded in volume by

informed persons in a free and active market has its fair market
value determined continuously. The prices at which the securi-
ties of such a company trade are a reflection of the collective
opinion of the investing public as to what the future prospects

_4_
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of the company are at that peoint of time. However, when a stock
is traded infrequently, or is traded in an erratic market, or i=
closely held, such as in the case of Anchem, some other measure
of value must be found. '

The Internal Revenue Code of 1954, Section 2031(b), specifies
that the value of stocks and securities of corporations not
listed on an exchange or freely traded "...shall be determined by
taking into consideration, in addition teo all other factors, the
value of stock or securities of corporations engaged in the same
or a similar line of business which are listed on an exchange.®

Revenue Ruling 59-60, issued in March 1959 for estate valuation
purposes and extended to include the determination of fair market
value of closely held businesses for income and other tax purpo-
seS by Revenue Ruling 65-193, further develops a set of eight
criteria which, while not all~inelusive, are fundamental to the
appraisal of the fair market value of closely held companies.

The Department of Labor has issued proposed regulations on
"Adequate Consideration" which address valuation issues affecting
Employee Stock Ownership Plans. These proposed requlations
endorse Revenue Ruling 59-60 and set forth other factors to be
considered in valuing securities for ESOT purposes.

Consequently, this report has considered the Following factors:
-~ History of the Company and Nature of Its Business

- Economic Outlook in General and Condition and Outlock of the
Industry in Particular

- Book Value of the Stock and Financial Condition of the
Business

-- Earnings Capacity of the Company
-- Dividend Paying Capacity

- Whether or Not the Enterprise Has Goodwill or Other Intangi-
hle Assets

- Sales of Stock and Size of the Block of Stock to.be Valued

- The Market Price of Stocks of Corporations Engaged in the
Same or a Similar Line of Business Having Their Stocks
Actively Traded in a Free and Open Market or Over the
Counter
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Anchem’s ESOP was establighed in fiscal 1984. The Company made
cash contributions of $15,663 in fiscal 1992 and $15,248 in
fiscal 1991. The ESOPF owns 26% of the Company’s equity.

The implementation of an Employee Stock Ownership Plan may have a
material effect on the profitability and cash flows of a business
enterprise. The effect on profitability and cash flows can, as a
consequence, directly impact the fair market value of the busi-
ness enterprise. The degree of effect depends on how the ESOP is
funding the annual contribution itself (cash or stock).

An additional consideration in determining fair market value for.
an ESOP company is hew the Company is providing for the emerging
liability created when vested termlnated plan participants tender
Company stock for redemption.

For detailed discussions of the effect of cash and/or stock
contributions on earnings, cash flows and book valueg and of the
impact of emerging liability treatment on ESOP stock marketabil-
ity, see Section II of the November 1987 valuation study prepared
by Manke & Associates.

&

Co Accounting Methods

The accounting profession allows a number of alternative account-
ing treatments in areas such as inventory and depreciation
accounting. Depending upon the particular accounting method
utilized, reported earnings may differ materially within a given
year. These accounting treatments, which are permitted under
Generally Accepted Accounting Principles (GAAP), are usually one-
time decisions. Once a company has opted for a particular
accounting treatment it cannot change between various accounting
alternatives year after year without good cause. Because of
these rules, accounting statements for a particular company are
generally comparable from year to year. This comparability,
however, may not exist from company to company even if they are
in the same industry. This is especially true if one is compar-
ing a "public" company with a %“closely held" company.

A further discussion of the differences and economic ramifica-
tions of public and private Company accounting procedures is also
found in Section IT of the November 1987 valuation study,

counts _to Fai arket_ Valu
The marketability of the company’s stock, the control position of
majority shareholders, and the relationship of these factors to

the block of stock being valued can alsc affect the concluded
value.

Closely held stock, which lacks marketability, is far less
attractive than a similar stock with ready access to the public
marketplace. In valuing a block of stock, Revenue Rulings and

-—
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~court decisions provide a basis for concluding that a diseount is
valid for an absence of marketability if the value baze does not
already reflect the lack of marketability.

Further, a minority stock interest in a closed corporation i=s
usually worth much less than a proporticnate share of the entity
value of all the corporate stock. Discounts can range from 10%
to 30% or more. When minority interest and lack of marketability
discounts are both applied, they are sequential.
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Angeles Chemical is a resale/distributor primarily of liguid
industrial chemicals used principally in the coating process. In
fiscal 1992, sales of solvents were $4.0 million (vs. $3.9 mil-
lion in fiszcal 1991); packaging--$1.1 million (%$892,000); and
Bortz--$2.96 million ($3.2 million).

Anchem

Eales Profile
£1992-1990
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As illustrated in the above graph, there has been a relative and
absolute decline in lower gross margin commercial solvent sales
since fiscal 1990, which has contributed to a fiscal 1992-91
improvement in grossz margins from fiscal 1989-90 to 24-25% from
23~24% respectively. Anchem now has a 50-50 consumer/industrial
sales break-out from 60-40 in several earlier yvears. Bortz is a
packager of paint thinners and finishes for the consumer/retail
market which Anchem acguired in fiscal 198s.

Since the peak in 1982 at 5$16.8 million, Company dollar sales
have dropped over 50% to the 58 million level for the past three
fiscal years. Physical volume has declined even more because of
periodic price increases, Prices were increased temporarily to
pass along higher raw material cost increaszes during the early
phase of the fall 1990 Gulf crisis.

The decade-long sales drop reflected the loss of major accounts
as several customers moved out of Southern California or changed
their supplier source away from Southern California. The ever-
increasing environmental regulations in Greater Los Angeles have
created an increasingly expensive and difficult operating circum-
stance for chemical processors and distributors and their
customers. The current recession in the region may not have
seriocusly impacted sales through 1992, Management continues to
emphazize less environmentally sensitive consumer products.

In 1992, Anchem had about 179 active industrial custcomers and
400 in the packaging division, both down about 10% from a year

B~
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earlier. All are located in Southern California. Ellis Paint
Company, owned by Robert Berg, an Anchem founder and shareholder,
iz an important customer.

Anchem’s basic raw materials are these organic chemicala--
propylene, glycol, toluene, ethylene glycol, acetone, mineral
spirits, 1-1-1 trichloroethane, and alechols. These are forns of
petroleum distillates which are purchased from Shell, Union
Carbide, Exxon, Celanese and Vulkan Materials. The Company has
on-gite 32 underground storage tanks of 5,000 to 20,000 gallons
capacity each and four above-ground tanks {old railroad tank
cars): one of 10,000 gallons capacity and three of 6,000 gallons
each.

Anchem operates out of administrative offices and packaging and
gtorage facilities on a 1.8 acre site in Santa Fe Springs,
California. The structures and improvements are Company-owned,
while the underlying real estate is owned by a partnership
comprised of the three founding stockholders--John Locke, Robert
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in
the Company. The =zale of the underlying real estate to the
Company by the partnership continues in limbo because of possible
contamination and other issuez. Anchem rents downtown Los
Angeles warehouse space from Robert Berg.

Az of the summer of 1932, Anchem had 26 full-time employees
versus 28 a year earlier. The Company has substantially in-
creased temporary or part-time help, reflecting the higher
packaging sales.

Sams=on Chemical Co. Joint Venhture

On March 31, 1991, Anchem entered inte a five and a half year
agreement with Saramco, Inc., dba Samson Chemical Co., to operate
on a joint venture basis for five years beginning October 1, 1991
following an interim six month trial period which ended on
September 30, 1991. If the joint venture is still effective on
September 30, 1996, Samson will cease operations and transfer to
Anchem its distributor relationships and its business and custom-
er accounts. In the interim, both companies maintain separate
operations (at Santa Fe Springs) and customers.

Samson was a Torrance, California-based industrial chemical
distributor operating unprofitably on annual sales of $3.5 mil-
lion or about 45% of Anchem’s size. Through this affiliation,
Anchem was able to broaden its product line te include epoxy
products. On a combined basis, Anchem/Samson sales in fiscal
1992 were $12.06 million, indicating Samson’s sales are now
running about $4 million annually.

Samson’s income (as defined by the agreement) is shared egually
by the partners. In fiscal 1992, Anchem’s jincome share was
bocked at $128,000 versus %12,000 for the one month of fiscal
1991.
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For further details on this joint venture, see the November 1991
valuation report.

Samson was Anchem’s second business combination in five vyears,
and management is exploring a joint venture with a Northern
California chemical distributor teo further broaden its customer,
business and geographic base and augment =zales.

Managem ersh

The Company senior management as of summer 1992 consisted of:

officer tlm spined Co. hge
John Locke President, CEQ 1971 65
Robert Barg Secretary/Treasureay 1971 &0
Robert Custer Prasident - Samson Chemical 1950 59
James Locke Operatione Managar 1985 28
Tim Mahoney Controller 1990 a5

Robert Custer is a chemical engineer and MBA with experience in
chemical distribution and as such provides important management
and sales support for John Locke. Mr. Custer is concentrating on
the industrial market and Mr. Locke on retail and proprietary
products.

The Board of Directors consists of John Locke, Robert Berg, and
arnold Rosenthal, all founders. Mr. Berg’s primary employment is
President of Ellis Paint Co.

Az of April 30, 1992 there were 40,000 Class A and 14,065 Class B
common shares outstanding (excluding treasury stock) as follows:

Holder Nymber of Shares
John Logcke 20,000 A shares 3%
Robert Bery 20,000 A shares 37
ESOP 14,065 B shares 26
Total 54,065 A&B shares 100%

Class A common stock is voting and Class B is nonvoting. Other-
wise, the two classes are egual. A valuation discount for the
nonvoting Class B stock has not been taken by the prior apprais-
ers nor by Bramstedt & Associates since the stock is in an ESOP
where voting righte are not passed through in any event except
for major corporate issues,

wy Qe
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The three previous valuation studies for the fiscal years ended .
September 1989, 1990 and 1991 discuss in detail the regional
agencies which regulate Anchem’s operating activities. According
to management and 5C5 Engineers, its environmental consultant, as.
of April 30, 1992 the Company had no environmental agency ac-
tions, violations or citations.

These prior reports also discuss testing and related work for
s0lil and groundwater contamination undertaken by the Company and
5C5 since 1989% which so0 far has not uncovered any major problems.
As it has since 1983, Anchem will continue to incur legal,
testing, remedial and consultant costs above those experienced
during the 1980s. (In fact, SCS and counsel are working with
Anchem to try and recover some of these costs from a contractor
wvho may have improperly installed a drain pipe.) The appraiser
does not believe the Company has been able to pasz these costs,
which have not been material in any one year, through to its
customers, thereby impacting profit margins. .

ongoing environmental incumbrances on Anchem’s business and
operations have been reflected in the valuation conclusion, in
varying degrees, since fiscal 1989.

cali i c
As of the summer of 1992, the California economy, particularly
Southern California, was showing no signs of recovering from what

is described as the worst recession since World War II. (The
U.5. econony was beginning to pick up, however.)

Heavy job losses from cutbacks in defense and aerospace and
manufacturing firms relocating from California resulted in a
statewide unemployment rate of 9-10%, or well above the national
average with even higher rates in some Southern California
counties. Consequently, retail sdles, per capita income, resi-
dential and commercial construction and wanufacturing activity
are all depressed. Experts ware not expecting any real improve-
ment until 19293 or 1994.

On the surface, Anchem’s business and sales do not appear to have
been seriocusly affected by this circumstance. Management,
however, did not provide the appraiser with an analysis which
could determine whether the economy or the environmental problems
have impacted the Company more and whether Anchem may be holding
or gaining market share.

BR0O00241



j—— ettt o e i Tt - . s mta el A AL . mrm e b e s m ko e s m e b i = e i L an

alvsis d Reviow

Anchem has provided Bramstedt & Associates with financial state-
ments for the fiscal years 19868-1992. These financial atatements
have been thoroughly examined and discussed with management. A
copy of the Company’s financial statement for the fiscal year
ended April 30, 1992, prepared as a compilation by Arthur Buhlman
& Co., CPAs, is attached as Appendix I. .

The results of our review and analysis of Anchem’s flnanc1als are
contained in the exhibits cutlined below:

Exhibit A -- Comparative Income Statement, FY1388-1992
Exhibit B -- Comparativa Balance Sheets, FY1988-1992
Exhibit C -- Selected Financial Ratios, FY1990-1992

These exhibits are presented at the end of this section of the
report. The following comments and observations are based upon
Bramstedt & Associates’ review and analysis of the Company’s
financial statements. Saramco’s operations are not consolidated
but are incorporated in a cne-line (miseellanecus) income entry,
"income =plit - Samson.Y

Exhibit A contains Anchem’s comparative operating statement in
terms of dollars and dollars as a percent of sales for the period
fiscal 1988-199%2. Sales in fiscal 1992 of 58.05 million were
essentially identical with the 57.9 million in fiascal 1991 and
off just 1.3% from fiscal 19%0. Cost of sales rose 2.4% to

$6.1 million (75.8%) from £5.96 millien (75.0%) in fiscal 1991.
Accordingly, gross profit at $1.95 million was almost identical
to fiscal 1991 but gross margins fell moderately to 24.2% in
fiscal 1992 from 25.0% in fiscal 1991, where they are better than
fiscal 1989 and fiscal 1990. This apparently reflects a more
favorable consumer/retail sales mix in fiscal 1992-1991,

Anchem’s prices or raw material costs have not changed materially
since the Parsian Gulf crisis,
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Operating expenses were nearly unchanged (up 0.6%) year to year
at $2.1 miilion (26.2%). Administrative and office wages were
up, apparently reflecting a full year of Samson employees.
Direct wages dropped by nearly 40% to $166,000 in fiscal 1992 and
-outside labor more than doubled to 219,000 as the Company used
more temporary workers and leased truck drivers. Workers comp
insurance was up 64% to $68,300. Tank testing expenses dropped
by 37% to $14,400 in fiscal 1992 as did professional services
(presumably environmental related) by 13% to $59,100. Deprecia-
tion fell by half to $74,000 as certain Bortz assets became fully
depreciated.

The =lightly lower gross profit and slightly higher operating
expenses resulted in a moderate rise in the operating loss to.
$161,000 in fiscal 1992 from a loss of $112,000 in fiscal 1991.
{(Anchem has reported small operating losses since figcal 1988.)
Other income jumped 81% to $177,000 in fiscal 1992 on the Samson
income split of $128,000. Interest expense continued a multi-
year decline to $8,000.

As a result, Anchem broke even in fiscal 1992 after taxes versus
a $36,000 loss in fiscal 1991 and its first non-loss year since
fiscal 1988, when sales were $1.4 million higher. For fiscal
1993 management is forecasting that Anchem’s sales ex~Saramco may
be equal to fiscal 1992/s $8 million and that the Company might
again record a slight profit.

Exhibit B containz Anchem’s comparative balance sheet in terms of
dellars and dollars as a percent of assets for the period fiscal
1988-1992. Fiscal 1992 reflects the first full year of the
Samson joint venture.

Apgeles Chemical Co.
Ba ce Sheat Prof
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At April 30, 19%2, tota) assets invested jumped 17% to $3.16 mil-
lion, all of which occurred in current assetzs which wera up 17.38%
to $2.87 million (90.9%). cCash and ligquid investments dropped to
8282,000 (9.2%) from %475,000 (17.6%) a year earlier. Accounts
receivable gained 44.3% to $51.5 million (48.5%) from $1.06 mil-
lion (392.4%) at April) 30, 1991 while inventories gained 18.8% to
§875,000 (27.7%) at April 3¢, 1992.

Both inventories and receivables were the highest in at least six
years (on lower sales). However, about 60% of the $471,000
receivables increase represents the increment of carrying Sam-
son’s receivables and most of the inventory gain may alsc be
Samson-related.

Accardingly, current liabilities rose nearly 50% to %1.4 million
at April 30, 1992 where they comprised 44.3% of liabilities and
egquity as compared to around 35% and lower in prior fiscal years.
Thiz gain occurred entirely at accounts payable, which jumped 63%
to $1.22 million (38.6%).

Anchem has no long-term debt. Shareholders’ eguity at $1.76 mil-
lion (55.7%) at April 30, 1992 was virtually unchanged from the
prior two fiscal years.

Exhibkit € presents selected financial and operating ratios for
the fiscal years 1990 through 1992, It shows that Anchem’s
previously solid and liguid balance sheet gualitatively weakened
somewhat during fiscal 1992. Specifically, the current and quick
ratios fell to 2.1 and 1.3 times respectively at April 30, 1992
from 2.6 and 2.4 times respectively a year earlier.

Froajes Cranicat G,
Uorking Capital
F1992-1930

P

Working capital, which is composed primarily of accounts receiv-
able and cash and equivalents, fell slightly to %$1.47 million.
The sales to working capital ratio rose to 5.5 times from 5.3
times at April 30, 1991. If combined Samson/Anchem sales of
$12.1 million are used, the fiscal 1992 sales/working capital
ratio is 8.2X, significantly higher than any recent year.
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Much of this liquidity is excess to the Company’s ongoing operat-—
ing business requirements and will not apparently be needed for
possible substantial environmental remedial costs. Consequently,
the internal funds are available conceptually to purchase stock
from existing shareholders or the ESQT. The purchase of the
underlying Santa Fe Springs real property from the shareholder
partnership has been deferred and there are no significant
capital expenditures. Inventory turns dropped to 7.0 times
during fiscal 1992 from 8.1 times in Ffiscal 1991 because of the
higher inventory on the static sales and this ratio iz alsco
reflective of Samson’s inventory.

Because of the operating circumstances and a sound balance sheet
profile, once again Anchem’s source of value for equity ownership
is found in the balance sheet, )

Appendix I contains a statement of cash flows for fiscal 1992
which is summarized and compared to fiscal 1991 as follows:

F1991 Fi992
{000)
Net cash from {used):
Oparating activities 5140 $(203)
Investing activities 3 a4
Finaneing activitiens -} 113)
Net change in cash 5134 $1182)

Overall, there was a $182,000 decrease in cash during fiscal
1992. This cash plus the higher and presumably Samson-related
payables were used to carry the (greater) Samson receivables and
inventory. Included in the Statement in operating activities is
a deduction of $128,300 of income - eguity in affiliate, which is
nearly coffset by %107,700 affiliate distributions (under invest-
ing activities).
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Current Assets:
Cash and (iguid invebmnts,
Accounts receivable
nventaries
Frepaid expenaes/othar
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Fixed Agpets at Coat
Accumslated Daprecistion

Nat Flxmd ARBats
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Total Aszaerx

Currant Lisbititios:
Accounts payablie
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Nove payable
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Total
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Sharaholder Equity
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SOURCE: Cempany financial statements {unmudited).
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ANGELES CHEMICAL CC.

Exhibit €

Selected Retio Anal
FY1990-9

Liguidity Ratios

Current L. ars
(Current Asseis divided by Current Liasbilities)

RQuick
{Cash & Accounts Receivable divided by Current \iabilities)

Working Capitat (%000}

Sales/Receivables
(Sales divided by Accounts Receivable)

sales/Morking Capital
(Sales divided by Working Copital)

Coat of Goods Sold/inventories
(Cost of Gonds %old divided fy Inventaries)

Coverage Ratios

EBIT/Interest
(Earningz before lncerest & Tax divided by Interast Expanse)

Cagh Flow/Maturity LTD
(Het Income + Depreciation Expenses
divided by Current Partion of Long-Term Debt)

Leverage Ratios

bebt/uarth
(Tetal Liphilities divided by Net Worth)

Leng-Tarm Liabilities/Worth
(Liabilfties over one year divided by Net Worth}

Dperating Ratios

Total Asaet Turnover
{Sales divided by Average Total Assets)

Return on Equity
(Net Income divided by Average Stockholders' Equity)

Return on ASsets
(Net Income divided by Average Azgets)

N.A. = Not applicabie
Neg. = Nepgative calculation
Nem. = Hominad

SOURCE: Company statements and Bramgtedt & Associates.

FY 4730

1474
5.25

5.5

7.0

Nom,

0.80

N.A.

2.7%

Nom,

Nom.

kacal

2.60

1503
.47

3.5

Neg.

1.32

0.54

Niom.

2.89

(2.0%)

£1.3%)

1990

2.37

1344

6.66
6,0

10.0

Neg.

Neg,

0.56

.79

(12.3%)

(2.2%
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1v.

VALUATION

In arriving at a minority interest. fair market value determina-
tion for Anchem, Bramstedt & Associates has considered the
relevant factors set forth in Revenue Ruling 59«60 with regard to
the valuation of closely held companies and in the Department of
Laborfs (DOL) proposed regulations on "Adeguate Consideration" as
they relate to the valuation of securities for Employee Stock
Ownership Plan purposes. The following comments represent our
findings with regard to those specific factors outlined in Reve-
nue Ruling 59-60 and the DOL’s proposed regulations on "Adequate
Consideration® as they pertain to the valuation of Anchem. The
following references to Revenue Ruling 59-60 implicitly includes
the DOL’‘s proposed regulations. .

Boo ue

Revenue Ruling 59-60 states that the appraiser should consider
book value when valuing a closely held company. Anchem’s stated
book value was 51,760,207 or $32.56 a share as of April 30, 1992,

Normally, book value or adjusted book value is not afforded much
weight or consideration in the wvaluation of an operating company
such as Anchem. Such type companies are normally valued on
earnings and/or cash flow capacity. Because of depressed operat-
ing results, the appraiser chose to use book value as fair market
value for ESOP purposes as of April 30, 1987 and has used it as a
valuation reference since fiscal 1983,

Divi i c¢ity and Probabilit

Revenue Ruling 59-60 suggests that the appraiser consider divi-
dends and dividend paying capacity in valuing clesely held
securities.

The Company has not paid any dividends on its common stock and
has no intention of changing this policy at this time. This
policy is quite appropriate for a small, private company which is
owned by shareholderz who neither rely upon nor expect dividend
ilncome.

Normally, earnings reinvested in the growth of a company can
be expected to earn at a greater return than dividend income
invested in other investment opportunities with similar risks
and prospects. Conseguently, sharesholders will ultimately
benefit from the current policy to reinvest earnings in the
Company’s growth rather than to pay cash dividends.

The capacity to declare and pay cash dividends is a positive

consideration. The decision not to pay dividends is not a
negative consideration.

-1&=—
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Comparable Com Tt ic aded

Revenue Ruling 59-60 suggeats that the appraiser consider the
market price of stocks of corporations engaged in the same or a
similar line of business having their stock actively traded in a
free and open market or over the counter. Bramstedt & Associates
has made an exhaustive search for comparable public companies
which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded comparable. Public compa-
nies are generally much larger and more diverse both geogra-
phically and in business operations.

In previous valuation studies, the appraiser has broadly refer-
enced the capitalization ratios of Univar (NYSE), the largest.
U.5. chemical distributor. Because of the continuing reliance on
a modified book value/working capital methodology for Anchem, the
appraiser now feels that this peripheral reference isg no longer
valid or useful.

Cash Flow and Earnings Capacity

Earlier ESOP wvaluations by Charles Stark, PC, appears to rely on
conclusions derived from capitalizing five-year average of net
income, aftertax cash flow and pretax available cash flow, among
other methods. Aftertax cash flow is net income plus daprecia-
tion. Available cash flow before taxes is pretax income plus
profit share/ESOP contribution plus depreciation. Depreciation
in fiseal 1591 and 1992 was $151,000 and $74,000 respectively.
Anchem’s earnings and cash flow as just defined for fiscal 1992,
19291 and 1990 are shown below:

Cazh Flow
Period Net Income Available After Tax
F1992 5§ 5,000 5 98,000 § 79,000
£1991 {36,000) 131,120 115,000
F1990 {23%,000) (31,000) (45,000)

Note: Figures have baen rounded.

Because of the erosion of the Company’s earning and cash generat-

ing power, the application of the Stark methodology is not being
used.

Valuation

Because of insufficient demonstrable earning power and thin cash
flow prospects, Bramstedt & Associates and the appraiser once
again must look to the bhalance sheet for valuation purposes as in
fiscal 1991 when we employed an adjusted or modified book value
approach.

Generally, capitalization of income and cash flow streams is the
appropriate methodelogy for determining the equity fair market
value of an operating company such as Anchem. The decision to

-17-
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‘'utilize adjusted book value and working capital is based on the
factors discussed and the appraiser’s experience and knowledge in
deriving equity values of closely held companies.

At April 30, 1992, Anchem’s stated book value was $1,760,207 and
working capital was $1,473,581. Since Anchem has no long-term
debt, this working capital basically accrues to the equity
holdare. {Cash and cash equivalents and receivables alone total
$1.83 million. Following the valuation methodology used in
recent valuation studies and using a 7.5% asset liquidation dis~
count and a 10% discount for restricted marketakility produces an
indicated fair market value of $1,465,372, or almeost equal to
working capital.

Adiusted Book Value Method
Angeles Chemical Co,

i 30, 1992
Stated Book Value 51,760,207
Lems Licuidation Discount (7.5%) 132.¢15
Subtotal 1,628,191
Less Marketability Discount (10%) 162,819
Indicated Fair Market Value 51,465,372
Working Capital - 51,473,582

Since the product of the adjusted book value methodology effec-
tively accords nho value to the Company’s fixed assets and to
business goodwill as a going concern, the appraiser believes this
methodology understates the fair market value of the equity
ownership of Anchem.

In order to incorporate the economic worth of fixed assets and
goodwill, Bramstedt & Associates has marked up the Company’s
‘working capital of $1,473,578 by 10% or $147,358 to produce an
ipndicated fair market value (FMV) for ESOP purposes of the equity
ownership of Anchem as of April 30, 199%2 of $1,621,000 or $30.00
4 share (rounded) on 54,065 sharas outstanding. This working
capital premium is consistent with that of the three prior years
and the FMV is 92% of bhook value and 20% of salas (sae page 2).

Az of the ESOP plan year which began May 1, 1987, the ESOP
Administration Committee changed its policy on paying terminating
plan participants in a lump sum to paying participants terminated
for reascns other than retirement at age 65 in five annual cash
pay-outs commencing on the first anniversary of termination.
Terminated plan participants =ell 20% of their stock in each of
five years at the fair market value applicable for each year.
Accordingly, the above derived value reflects a discount of 10%
or the same as applied at April 30, 199]. This marketability
discount conceptually reflects the time value of money under the
deferred pay-out prodgram how in effect.

-18-
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Recen 5 i

Revenue Ruling 59-60 suggests that arm’s-length sales to knowl-
edgeable unrelated third parties in the recent past would be a
bagis for valuation.

There have basn no such recent transactions.

-15w-

BR0O00252



e b e AT 1Pk TR, TP T U=, = T B A o e e mimme = mben s

V.

CONCLUSIONS

Based aon our experience and general knowledge in determining the
value of closely held companies and upon the consideration of all
factors previously discussed, Bramstedt & Assoclates is of the
opinion that the fair market value of the outstanding common
stock of Angeles Chemical Co. for ESOT purposes is 51,621,000 or
$30.00 per share as of April 30, 1992 on %4,065 Class A and B
shares outstanding. This valuation is based on an adjusted or
modified book value approach.

Specific positive factors concerning Anchem were its still solid
and long-term debt free balance sheet; continued sales, opera-
tional and environmental stabilization; a break-even year in .
fiscal 1992 after three loss years; and profit and other benefits
from the Saramco affiliation.

Unfavorable factors were a 50% sales drop in a decade; no visi-
kility for real earnings generation; negative or nominal returns
on capital and equity; the hostile operating environment for
small chemical processors in heavily populated urban areas such
as Los Angeles; and the Southern California recession.

It is important to point out that this evaluation is specifically
intended to establish a per-share fair market value for shares to
be issued or sold to the ESOT. This report does not specifically
address the evaluation of the Company as an entity. The value of
the Company as a whole, with the attendant rights to contrel the
direction and growth of the Company, to influence or control
compensation and dividends, to change the management, to acguire
other companies and/or business operations, to buy companies or
new product lines, or to sell or merge the Company, may be
greater than the total value implied by this evaluation.

on the other hand, the wvalue of minority interest shares held
outside of an ES0T would probabkly be less than the value deter-
mined in this report. An ESOT with a "put" option obligating the
Trust to repurchase the shares held by participants provides a
valid market for such stock. Minority interest shares held
outside of the ES0T would by necessity be discounted by more than
10% taken here for their greater inherent lack of marketability.

This valuation is as of April 3¢, 199%2; and, since it is based
upen recant financial statements, it should be valid for the near
future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditiens can
change and invalidate this evaluation. Federal regulations
require that the Company’s common stock be reevaluated at least
annually for ESOT purposes.

-2 0=
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ARCHER, BULMAHN & CO.
6246 SOUTH LAKE AVENUR
PASADENA, CALIFORNIA 91166

TO THE BOARD OF DRIRECTORS
ANGELES CHEMICAL COMPANY, INCORPORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1992 ARD THE .
REIATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE YEAR THEN
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS.

A COMPILATICN IS LIMITED TO PRESENTING IN THE FORM OF
FINANCIAL STATEMENTS INFORMATION THAT IS THE REFRESENTAYTION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGIY, DO NOT
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIFLES.
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCTIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER’S CONCLUSIONS ABOUT THE
COMPANRY 'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS.

a}\_d’wl M *_‘ 4’_’
CERTIFIED PUBLIC ACCOUNTANTS

NOVEMBER &, 1992
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE BHEET
UNAUDITED
APRIL 30, 1992

ASSETS

CURRENT ASSETS
PETTY CASH
CASH IN BANK
CASH IN BANK - PAYROLL
CASH TN BANK -BORTZ
CASH IN MONEY MARKET
ACCOUNTS RECEIVABLE
ALLOW. FOR DOUBTFUL ACCTS.

NET ACCOUNTS RECEIVAELE

s 5,254.02

(173,966.13)

(8,373.22)

458,206.13

11,457.32
1,030,926.26
{20,257.15)

i P el e e o e B S .

1,010,669.11

ACCTS. REC, - STALLION 112,553.95
ACCTS. REC. - OTHER NON-OPERATING 46,829.88
ACCTS. REC. — SAMSON 164,003,57
EMPLOYEE ADVANCES 3,817.32
INVENTORY ~ CHEMICALS 527,492.67
INVENTORY —-PACKAGING &7,523.54
INVENTORY -PKG.-BORTZ 276,338.73
INVENTORY -GASOLINE 3,343.39
PREPAID INTEREST 2,187.64
PREPAID PROPERTY TAX 1,557.37
PREPAID INSURANCE 140,996.25
PREPAID AUTO INSURANCE 475.00
PREFAID CONSULTANTS FEES 3,300.00
PREPAYD OTHER 14,758.85
FREPAID EXCISE TAX -~FUEL 6,220.00

TOTAL CURRENT ASSETS
FIXED ASSETS
OFFICE TRAILER
TRUCKS & AUTOS
TANKS & PLANT EQUIPMENT
FURNITURE & FIXTURES
PLANT
*DRUMS
TOTAL FIXED ASSETS
LESS: ACCUMULATED DEPRECIATION
NET FIXED ASSETS

OTHER ASSETS
INVESTMENT IN SAMSON

TOTAL OTHER ASSETS

TOTAL ASSETS

2,874,645.39

99,567.42
219,335.36
723,270.88
214,708, 06
354,662.97
136,040.56

1,747,585.25

(1,493,260.48)

——— Sl — ————

254,324.77

312,303.53

$ 3,161,273.69

BEE ACCOUNTANTS’ COMPILATION REPORT
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ANGELES CHEMICAL COMPANY, INCORPORATED

BALANCE SHEET
UNAUDITED
APRIL 30, 1992

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURERENT LIABILITIES

NOTES PAYABLE =] 69,856.16
ACCOUNTS FPAYARLE 1,220,178.8¢6
OTHER ACCRUED LYABILITIES 7,254.92
ACCRUED TANK TESTING 12,016.08
ACCRUED PAYROILL 18,055,222
ACCRUED COMMISSIONS 5,604.5]1
ACCRUED WOREMANS COMP.INS. 0.03
SUI PAYABLE 2,422.18
FUTA PAYABLE 910.42
SALES TAX PAYABLE 3,240.55
CALIF. FRANCHISE TAX PAYABLE 1,528.00
DRUM DEPOSITS 60, 000.00

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
TOTAL LIABILITIES

STOCKHOLDERS/ EQUITY
COMMON STOCK - $.10 PAR VALUE,
1,000,000 SHS. AUTHORIZED,
54,065 SHS. ISSUED & OUTSTANDING
PAID IN CAPITAL
RETATINED EARNINGS - BEGINNING § 1,643,B03.35
NET INCOME OR (LOSS) 5,273.11

———— ———— i

RETAINED EARNINGS
TOTAL STOCKHOLDERS’ EQUITY

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY

1,401,066.93

——— — —— R A Y S Y e P

1,401,066.93

5,406.50
105,723.80

1,649,076.46

————— — ——— — — ——

% 3,161,273.69

EEE ACCOUNTANTS* COMPILATION REPORT
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ANGELES CHEMICAL COMPANY,

UNAUDXTELD

INCORPORATED
STATEMENT OF INCOME

¥OR THE TWELVE MONTHE ENDED APRIL 30, 195%2

' SALES
COST OF SALES

GRGSS PROFIT

OPERATING EXPENSES
ADMINTISTRATIVE SALARIES

OFFICE WACES
SALES WAGES
DIRECT WAGES
INDIRECT WAGES
PAYROLL TAXES

WORKMANS COMP. INSURANCE

GROUP TIRSURANCE
OUTSIDE LABOR
ADVERTISING

AUTO & TRAVEL

BAD DEBTS

COMPUTER EXPENSE
DONATIONS

DRUM MAINTENANCE

DUES & SUBSCRIPTIONS
SEMINARS AND MEETINGS
EMPLOYEE WELFARE
EQUIPMENT RENTAL
FREIGHT-IN

FREIGHT OUT

CASUALTY INSURANCE
LAB EXPENSE

OFFICE SUPPLIES
PRINTING FREP. EXPENSE
PLANT EXPENSE

POSTAGE

PROFESSJTONAL SERVICES
PROFIT SHARING EXFPENSE
RENT

REPAIRS & MAINTENANCE
SALES PROM. TRAVEL
BUSINESS PROMOTION
TANEK TESTING EXPENSE
TAXES & LICENSES
TELEFHONE

TRUCE EXPENSE
UTILITIES

COMMISSTONS -BORTZ
DEFRECIATION

TOTAL OPERATING EXPENSES

_YEAR TO DATE L3
5 8,050,881.29 100.00
6,104 ,885.87 75.83
1,945,995.42 24.17
105,627.39 1.31
88,237.66 1.10
59,694 .80 - 0.74
165,830.44 2.06
32,129.24 0.40
44 ,150.49 0.55
68,296.75 0.85
93,016.01 l.16
21%,174.51 - 2.72
16,692,97 0.21
43,574.49 0.54
12,000.00 0.15
10,124.63 0.13
250.00 0.00
106,868.10 1.33
11,041.71 0.14
2,841 .42 0.04
11,385.04 0.14
2,436.74 0.03
64,275.50 0.80
40,971.96 0.51
79,981.93 0.99
B54.32 0.0%
20,133.94 0.25
14,580.33 0.18
82,463.07 1.02
6,681.60 0.08
59,082.57 0.73
15,662.94 0.19
137,400.00 1.71
36,390.33 0.45
12,921.69 0.16
27,837.23 0.35
14,400.00 0.18
33,031.3¢6 0.41
27,104.87 0.34
145,600.53 1.81
18,207.91 0.23
102,847.22 1.28
73,730.56 0.92
$ 2,107,536.25 26.18

8EF ACCOUNTANTS’ COMPILATION REPORT
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ANGELES CHEMICAL COMPANY, INCORPORATED

STATEMENT OF INCOME
UHAUDITED

FOR THE TWELVE MONTHS ENDED APRIL 30, 1992

AR

OPERATING LOSS $ (lel,
OTHER INCOME OR (EXPENSE)

DISCOUNTS EARNED 1,

DEMURRAGE

INTEREST INCOME 12,

INCOME SPLIT-SAMSON izs,

SALARY REIMBURSEMENT 1,

MISCELLANEOUS INCOME 1,

PATYS

TERMINALING CHARGES a1,

INTEREST EXYENSE (8,
TOTAL OTHER INCOME (EXPENSE) 169,
INCOME BEFORE INCOME TAXES 7,
PROVISION FOR INCOME TAXES (2,
NET INCOME s 5,

.IE

540.83)

132.49

50.00
836.46
333.82

044.45 .

508.87
742.14
535.29
041.58)

g —

601.11

328.00)

N

273.11

ek e o e

S i e e e .

SEE ACCOUNTANTS’ COMPILATION REPORT
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ANGELES CHEMICAL COMPANY,

INCORPORATED

STATEMENT OF INCOME DETAIL

UNAUDITED

FOR THE TWELVE MONTHS ENDED APRIL 30, 1992

SOLVENTS -S5ALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

PACKAGTNG -SALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

BORTZ -S5ALES
RETURNS & ALLOWANCES
SALES DISCOUNTS

TOTAL SALES
COST OF SALES

GROSS5 PROFIT

TOTAL GROSS FROFIT

YEAR TO DATE —3
$ 3,992,473.54 100.01
(334.02) (0.01)
3,992,139.52 100.00
3,321,252.79 83.19
670,886.73 16.81
1,115,989.95 100.67
(7,393.65) (0.67)
1,108,596.30 100.00
855L,830.89 77.20
252,765.41 22.80
2,964,831.64 100.50
(12,858.68) (0.44)
(1,827.49) (6.06)
2,950,145.47 100.00
1,890,342.32 64.08
1,059,803.15 35.92
$ 1,945,995.42 24.17

L e e e e s e o 2

SEE ACCOUNTANTS’ COMPILATION REPORT
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ANGELES CHEMICAL COMPANY, INCORFPORATED
SETATEMENT OF CASH FLOWS

UNAUDITED

FOR THE TWELVE MONTHE ENDED APRIL 30, 1992

CASH FLOWS FROM OPERATING ACTIVITIES:

NET INCOME

ADJUSTMENTE TO RECONCILE NET INCOME TO

. NET CASH FLOWS FROM OPERATING ACTIVITIES:
DEPRECTATTION
EQUITY IN INCOME OF AFFILIATE
CHANGE IN ASSETS AND LIABILITIES

INCREASE
INCREASE
INCREASE
INCREASE
" INCREASE
DECREASE
INCREASE
INCREASE

IN
IN
IN
IN
IN
IN
IN
IN

$

ACCOUNTS RECEIVAEBLE
INVENTORY

PREPATD EXPENSES
DRUMS INVENTORY
ACCOUNTS FPAYABLE
ACCRUED EXPENSES
CUSTOMER DEPOSITS
INCOME TAXES PAYABLE

TOTAL ADJUSTMENTS

$ 5,273.11

73,730.56
(128,333.82)

(444,656.70)
(136,397.99)
(9,448.81)
(31,892.56)
471,003,18
(8,110.07)
3,793.86
1,528.00

—— i — A B ek e s

——— ——— — — —— — — —

NET CASH USED BY OPERATING ACTIVITIES (203,511.24)
CASH FLOWS FROM INVESTING ACTIVITIES:
LOANS ADVANCED (158,034.42)
COLLECTION OF LOAN ADVANCES 121,912.00
CAPITAL EXPENDITURES (47,325.25)
DISTRIBUTIONS FROM AFFILIATE 107,715.09
NET CASH PROVIDED BY INVESTING ACTIVITIES 34,267.42
CASH FLOWS FROM FINANCING ACTIVITIES:
PRINCIPAL PAYMENTS ON LOANS (12,873.22)
NET CASH USED BY FINANCING ACTIVITIES {12,873.22)
NET DECREASE IN CASH (182,117.04)
CASH AT BEGINNING OF PERIOD 474,695.16

CAEH AT END OF PERIOD

$ 252,578.12

SEE ACCOUNTANTS’ COMPILATION REPORT
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BRAMSTEDT

and Associates Incorporated
Financial Consulting
Busingss Valuations

rFinancial Analysis

Qualifications of
Bramatedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 30 years experience in the field
of financial analysis, edquity evaluations, securities analysis and
investment banking. From 1967 to 1977 Mr. Bramstedt was a senior
security analyst and officer of two San Francisco based institutjion-
al research firms. He has prepared well over 300 business
valuations on closely held companies for merger and acgquisition,
gift and estate taxes, Employee Stock Ownerszhip Plans (ESOPs),
incentive stock ocption plans and others. These valuations have
covered a broad industry scope of closely held and public companies
including =everal Fortune 1000 listings. My. Bramstedt pocseszces
in-depth knowledge of ESOP functions and valuation through twelve
years of extensive experience with three leading ESOP design and
valuation firms—--Menke & Associates, Kelso & Co. and Houlihan,
Lokey, Howard & 2Zukin, This experience includes work for an
employee coalition’s proposed ESO0P buy-out of Eastern Airlines.

Mr. Bramstedt iz an industry specialist in transportation,
particularly trucking. As such, he has investigated the aperations
and appraised the business values of several hundred motor carriers,
many of which are located in California. Clients have included
major domestic and international transportation companies for
acqguisition and jinvestment banking and other applications.
Mr. Bramstedt is Director of the PCTB Consulting Group, a division
of the Pacific Coast Tariff Bureau of San Francisco., As such, he
i editor of CAL-TIPS, an annual operating and financial study of
the Califeornia less-than«truckload business.

My. Bramstedt is a Chartered Financjial) Analyst (CFA) and a member
of the Institute of Chartered Financial Analysts, the Asscciation
for Investment Management and Research, the Transportation Research
Forum, the Valuation Roundtable of San Francisco, and the Pacific
Coast Accounting and Finance Council. He holds a Bachelor’s Degree
in Economics from Stanford University. He has written articles for
industry pericdicals and made public speaking appearances on
transpoertation tepies. Mr. Bramstedt has appeared as an axpert
witness bkefore the Califcrnia Public Utilities Commission and in
civil court on matters of economic damages.

2402 Visia Del Mar Lane Tiburon, CA 94820-1208 Tel 4154359438 Fax 4154350438
114 Sansome St.. Sulte BOB San Franclzco, CA 94104-3818 Tel 415-362.9900 Fax 4153526492
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Mr. Eric Bramstedt November 11, 1992
Sansome Street Appraisers, Inc.

114 Sansome St. Suite 808

S8an Francisco, CA 94104

Dear Mr. Bramstedt:

Enclosed ig Angeles’ financlal statements for the year ended April 39, 1992 for your
uge in appraising the stock value,

Should you have any questions or need further detail, please let me know.
Sincerely,
o e A
Tim Mahoney
Controller

ANGELES ONEMISAL 00..1N0.

8215 Sorensen Avenus « P.O, Box 2163 « Santa Fa Springs, Californiy 80670
Tealaphons (213) 9453911 « (213) 6854386 (L.A.} » (714) 521.7660
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v tion

Because of insufficient demonstrable earning power and thin cash
flow prospects, Bramstedt & Associates and the appraiser once
again must look to the balance sheet for valuation purposes as in
fiscal 1994 when we employed an adjusted. book val approach.

s
Generally, capitalization of income and cash flow streams is the
appropriate methodology for determining the equity fair market
value of an operating company such as Anchemn. The decision to
utilize adjusted book value i=s based on the factors discussed and
the appraiser’s experience and knowledge in deriving equity

values of closely held companies.
e 2, U D B A AR
At April 30, 199k, Ancheggs stated” book value wag Hl, 7544534 and
[]

working capital was -000. Since Anchem has no- long—-term

debt, this working capital basically accrues to the equity

holders. (Cash and cash equivalents and receivables alone total . -
$1.54 million. Following the valuatiewr,methodology used i 258, -
recent valuation studies and using aT%;Dasset iguida€ien dis-

count, and a 10% discount for restricted marketability, preoduces

an indicated .fair market value of $i580448, or equal to working

capital. ' S &3 3
igate k Valum Math ,
Angeles Chemical Co. e
"," ?"’J 207
S LTIV
Stated Book Valual - 49
Less Liguidation Discount (54) ) B3 /3% 045
tubtotal Mﬂ{:ﬁf‘?l
Leas Marketability Discount {10%) _hErFTI s Ln B¥ ‘
Indicated Fair Market Value STEOUTAED £ a,({'_‘.; L M

Since the product of the adjusted bock value methodology effec-
‘tively accords no value te the Company’s fixed assets and to
business goodwill as a going concern, the appralser believes this
methodology understates the fair market value of the equity

ownership of Anchem. # M
i 7 oed

In order to ihanrpor:;a tha aaoﬁ;mic worth o? rfizxed apsets and
goodwill, Bramstedt & Aasociates has marked the Company’'s
workin% capital of $iysoiyrédd by 10% or to groduce an

pFAJ' indicated fair market valuewfor ESOP purposes of the/equity v
ownership of Anchem as of April 30, 199176f 7300 or $3e+60 00

r
a share (rounded} on 54,065 shares outstanding. This working
capital premium is consistent with that of,the three prior years

f"ﬂ-ﬂ-ﬁ-% A e Fﬂrx;p{MM&p ...p..jp a7 ,%g..vé._, et )
ez

As of the E50F plan year which began May 1, 1987, the ES0OP
Administration Committee changed its policy on paying terminating
plan participants in a lump sum to paying participants terminated
for reasons other than retirement at age 65 in five annual cash
pay-outs commencing on the first anniversary of termination.

N _]?_:}D
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September 14, 1992

Mr. Tim Mahoney

Angeles Chemical Co.

P.O. Box 2163

Santa Fe Springs, California 90670

Dear Tim:

I am writing about Anchem’s fiscal 1992 ESOP valuation.
According to my records, the fee quoted for this valuation was
52,750 assuning no complications, such as with Saramco, and no
field visit.

When do you expect to have your accountant’s year-end statements?
Also, is John going on vacatlon this fall?

May I hear from you at your earliest convenience.

Sincerely, E
Eel

Eric M. Bramstedt

EMB: aw

— Y ~ F/~ 764°
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Mr. Eric Bramstedt Novembear 25, 1992
Bramstedt and Associates Incorporatad

114 Sangome St., Suite 808

S5an Francisca, CA 94184-3318

Dear Mr. Bramstedt:

Enclosed iz the financial statements for the year ended April 38, 1992 prepared as if
Jamson was a part of Angeles and a fee pald to Saramco. For example, the revenue
ar the Ireight expense belonging to Samson and not included in the CPA’s compiled
report is included in the encloged report. The income split reflected as income in the
CFA‘s report is Included ag an expense in the consclidated.

If you have any guestions about this report, please let me know.

Sincerely,

‘,..-""

oy 4

Tim Mahoney
Controller

ANGELES DNSRIIOAL 80..IN0.

HS15 Soransan Avenue « P,O. Box 2163 « S5anta Fe Springs, California 90670
Talaphone (213)945-3911 » (213) 685-4386 {I..A.) » {714) 521-7660
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EVALUATION
of the
COMMCN STOCK
of

ANGELES CHEMICAL CO.

as of
April 30, 1991

Frepared by:
Bramstedt & Associlates, Inc.
November 1951
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BRAMSTEDT
andt Ansaciales Incorporaed
Flitancial Consulting

Fapsiness valuations

Financial Analysis November 18, 1991

CONFIDENTIAL

Employee Stock Ownership Plan
Administrative Committee

Angeles Chemical Co.

P.0. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke
Gentlemenh:

You have requested we establish the fair market value of the
common stock of Angeles Chemical Co. for Employee Stock Ownership
Trust (ESOT) purposes as of April 30, 1991.

our evaluation placeg a fair market value of $1,653,300 on the
common stock of Angeles Chenmical Co. as of April 30, 1991. Based
on 54,065 A and B common shares outstanding, the value per share
is $30.60. This evaluation is derived from adjusted book value
and iz discounted for restricted marketability. The valuation
conclusion was transmitted orally to John Locke on November 14,
1991. :

The valuation report was prepared by Bramstedt & Associates, Inc.
as a subcontractor to Sansome Street Appraisers, Inc.

Earnings prospects can change, as can the genperal economic
climate. Federal regulations require that the Company’s common
atock be reevaluated at least annually for ESOT purposes.
Very truly yours,
BRAMSTEDT & ASSOCIATES, INC.
Eric M. Bramstedf, CFA
President

EMB:ew
enclosure

2402 Vista Del Mar Lane Tiburon, CA 54920-1208 Tel 4154359438 Fax 4154359338
114 Sansome 5t., Suite BOB San Irancisco, CA 94104-3818 Tel 413362-0000 Fax 4153616491
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INTRODUCTION

Angeles Chemical Co. ("Anchem" or the YCompany") has requested
Bramstedt & Associates, Inc. render its opinion as to the fair
market value of the Company’s common stock in ¢onnection with
transactions involving the Company’s Employee Stock Ownership
Trust (ESOT). This valuation is based on financial data provided
ug for the five fiscal years ended April 30, 1991 and is derived
from an adjusted book value methodology.

In that regard, Bramstedt & Associates places a fair market value
of $1,653,300 or $30.60 per share on the common stock of Anchem
as of April 30, 1991 based on 54,065 A and B shares outstanding.

Anchem is a ¢losely held corporation with no present market for
its common stock. It is a regional Southern California liquid
chemical distributor whose products are primarily used in indus-
trial and commercial coating applications. Sales in fiscal 1990
and 1991 have stabilized at $8 million after falling over 50%
from a peak of $16.8 million in fiscal 1%82. The Company nearly
broke even in fiscal 1991 after recording comparatively small
losses in fiscal years 1990 and 1989, the first deficits in its
19-year history. A recent joint venture agreement with a former
competitor, Samson Chemical Co., may allow Anchem to return to
profitability on higher sales in fiscal 1992. Potential soil and
underground water contamination problems at Anchem’s plant two
years ago have turned out not to be serious and should not
require significant remedial and other costs. Anchem has a

liquid, debt-free balance szheet.

Like all chemical processors, however, Anchem and its customers
are facing significant environmental regulations in the Los
Angeles Basis that have seriously affected Anchem’s huziness base
and longer term prospects.

Scope of the Valuati st

The purpose of this valuation study is to determine the fair
market value of a minority interest in the common stock of Anchem
as of April 30, 1991 for transactions involving the Company’s
Employee Stock Ownership Trust.

In performing this valuation study, a variety of data and assump-
tions was used. The financial information on past performance
was gathered from the financial statements of Anchem as prepared
by its accounting firm for the past five fiscal years. We have
included in Appendix I a copy of Anchem’s most recent financial
statement, for the fiscal year ended April 30, 1991,

Projections of expected future financial performance through
fiscal 1992 were provided by management. The appraiser has
visited the Company’s facilities in Santa Fe Springs, California,
most recently in June 19%0. Interviews were held with members of
management and with certain outside sources with regard to the
chemical distribution industry generally and specifically about

-1-
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several important environmental/regulatory issues facing the
Company .

In ascertaining the value of the Company, published data on
publicly traded companies were utilized in an effort to find
comparable companies. There were ho companies which were found
to be directly comparable.

i v ti o ts

Anchem’s ESOP was established during fiscal year 1984 as a
conversion from a profit sharing plan. ESOP valuations for
Anchem since fiscal 1987 have been prepared by Menke & Associ-
ates, Inc. and Bramstedt & Associates, Inc. Bramstedt & Associ-
ates’ valuation report for April 10, 1990 is dated October 1990.
All these reports are herein incorporated by reference and
contain a description of the chemical distribution industry;
Anchem’s history, operating description and management; and the
valuation methodologies employed.

The table below illustrates the aggregate ESOP (minority inter-
est) values relative to certain financial criteria for fiscal
years 1987-91: ‘

ESOP Valuation Summary

F1987-3991
Timen

Aggregate Par Percent of Groas Working
bate ES0P Value Share Sales Rasgets Eguity Profit Capital
4/30/91 1,653,300 §30.60 20.8% 61.2% 94% 0.a3x 1.10%
4/30/90 1,527,885 28.25 13.8 54.7 85 0.79 1.14
4/30/89 1,635,995 30.25 18.2 51.9 81 0.79 1.08
4/30/a8 1,730,000 Az.o0 18.3 56.5 g1 0.72 1.15
4/30/87 2,122,604 39.25 20.2 65.0 100 0.78 1.46

Limjitations of this Valuatjon

In preparing the valuation, Bramstedt & Assocjiates relied upon
and assumed the accuracy and completeness of all financial,
statistical and other information provided by Anchem. Bramatedt
& Associates also considered information based upon other public-
ly available sources which it believes to be reliable, however
Bramstedt & Asscociates and the appraiser do not guarantee the
accuracy and completeness of such information and did not inde-
pendently verify the financial statements and other information.
The appraiser is not aware of material omissions or understate— - -
ments which would affect values contained in this yeport. The
fair market value arrived at herein represents the appraiser’s
considered opinion based upon the facts and information presented
te him., No legal opinioh is expressed by this report and its
accompanying documents.

Thig valuation report does not address matters requiring special
expertise or Knowledge not generally held by business appraisers.

-
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As such, this report does not specifiecally address such issues as
toxic contamination, hazardous waste, engineering and structural
soundnass, litigation and legal concerns, etc.

This appraisal is intended for the purpose(s) stated herein. Any
other application by the Company, its shareholders and others may
not be appropriate.

Neither the appraiser nor Bramstedt & Associates, Inc. has any
present financial interest in Anchem, and the fee for this
valuation is not contingent upon the value(s) determined. The
qualifications of Bramstedt & Associates to undertake this valua-
tion are summarized in Appendix II.

BR0O00280



II. VALUA s

The stock in this valuation has heen evaluated baszed upon:

(1} the pertinent principles, regulations and guidelines of the
Internal Revenue Service and the Department of Labor; (2) analy-
siz of the Company’s financial statements; (3) thorough discus-
sions with management; and (4) analysis of relevant industry
conditions and other factors.

Daefinitions

The following terms will recur throughout the valuation and
ghould be understoocd by the following definitions, except as
otherwise noted:

i t == The Internal Revenue Service has
defined “fair market value" in Revenue Ruling 59=-60, issued
in March 1955, as:

"...tha price at which the property would changa hande between
a willing buyer and a willing seller whaen the former is not
undar any compulsion to buy and the latter im not under any
compulsion to sell, both parties having reasonable knowledge
of ralavant facts. Court decisions frequantly state, in
addition, that the hypothetical buyer and saller are asgumed
to ba able, az well ag willing, to trade apd be well informaed
about the property and concarning the market for such prop-
arty. "

This definition is widely accepted and used in courts of law
and in tax literature and is the most widely used appreach
in valuing closely held securities. It is the basic defini-
tion upon which we have relied in determining the fair mar-
ket value of the Company’s stock. Revenue Ruling 59-60 was
issued for estate valuation purposes, but is not limited to
that use. It serves as a guide in virtually all valuation

- situations requiring the determination of fair market value.

Pretax and Pre-Coptribution Earnings -~ Pretax earnings

refer to earnings or income before federal, state and local
income taxes. Pre-contribution earnings refer to pretax
earnings before discretionary employee benefit plan contri-
butions.

ESOP -- Employee Stock Ownership Plan and ESOT -~ Employae
Stock Ownership Trust refer essentially to the same entity
and for purposes of this valuation can be considered inter-
changeable.

IRS & DOIL _Guidelines

In general, a company whose securities are traded in volume by
informed persons in a free and active market has its fair market
value determined continuocusly. The prices at which the securi-
ties of such a company trade are a reflection of the collective
opinion of the investing public as to what the future prospects

Y N
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of the company are at that point of time. However, when a stock
is traded infrequently, or is traded in an erratic market, or is
closely held, such as in the case of Anchem, some other measure
of value must be found.

The Internal Revenue Code of 1954, Section 2031(b), specifies
that the value of stocks and securities of corporations not
listed on an exchange or freely traded "...shall bha determined by
taking into consideration, in addition to all other factors, the
value of stock or securities of corporations engaged in the same
or a similar line of business which are listed on an exchange."

Revenue Ruling 59-60, issued in March 1959 for estate valuation
purposes and extended to include the determination of fair market
value of closely held businesses for jincome and other tax purpo-
ses by Revenue Ruling 65=-193, further develops a set of eight
criteria which, while not all-inclusive, are fundamental to the
appraisal of the fair market value of closely held companies.

The Department of Labor has issued proposed regulations on
"adequate Consideration" which address valuation issues affecting
Employee Stock Ownership Plans. These propesad regulations
endorse Revenue Ruling 59-60 and set forth other factors to be
considered in valuing securities for ESO0T purposes.

Consequently, this report has considered the following factors:
- History of the Company and Nature of Its Business

- Economic Outlook in General and Condition and Outlook of the
Industry in Particular

- Book Value of the 3tock and Financial Condition of the
Busine=ss

- Earnings Capacity of the Company
-- Dividend Paying Capacity

-- Whether or Not the Enterprise Has Goodwill or Other Intangi-
ble Assets

- Sales of Stock and Size of the Block of Stock to be Valued

- The Market Price of Stocks of Corporations Engaged in the
Same or a Similar Line of Business Having Their Stocks
Actively Traded in a Free and Open Market or Over the
Counter
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The Effect of ESOP Contributions on Fair Market Value

Anchem’s ESOP was established in fiscal 1984, The Company made
cash contributions of $13,200 in fiscal 1990 and $15,248 in
fiscal 1991.

The implementation of an Employee Stock Ownership Plan may have a
material effect on the profitability and cash flows of a business
enterprise. The effect on profitability and cash flows can, as a
consequence, directly impact the fair market value of the busi-
ness enterprise. The degree of effect depends on how the ESOP is
funding the annual contribution itszelf (cash or stock).

An addjtional consideration in determining fair market value for
an ESOF company is how the Company is providing for the emerging
liability created when vested terminated plan participants tender
Company stock for redemption.

For detailed discussions of the effect of cash and/or stock
contributions on earnings, cash flows and book values and of the
impact of emerging liability treatment on ESOP stock marketabil-
ity, see Section II of the November 1987 valuation study prepared
by Menke & Associates.

Comparabjlity in Accounting Methods

The accounting profession allows a number of alternative account-
ing treatments in areas such as inventory and depreciation
accounting. Depending upon the particular accounting method
utilized, reported earnings may differ materially within a given
year. ‘These accounting treatments, which are permitted under
Generally Accepted Accounting Principles (GAAP), are usually one-
time decisions. Once a company has opted for a particular :
accounting treatment it cannot change between various accounting
alternatives year after year without good cause. Because of
these rules, accounting statements for a particular company are
generally comparable from year to year. This comparability,
however, may not exist from company te company even if they are
in the same industry. This is especially true if one is compar-
ing a "public" company with a "closely held" company.

A further discussion of the differences and economic ramifica-
tions of publie and private Company accounting procedures is also
found in Section II of the November 1%87 valuation study.

Discounts to Fair Market Value

The marketability of the company’s stock, the control position of
majority shareholders, and the relationship of these factors to
the block of stock being valued can also affect the coneluded
value. ‘

Closely held stock, which lacks marketability, is far less
attractive than a similar stock with ready access to the public
marketplace. In valuing a block of stock, Revenue Rulings and

-G-
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gourt decisions provide a basis for concluding that a discount is
valid for an absence of marketability if the value base does not
already reflect the lack of marketability.

Further, a minority stock interest in a closed corporation is
usually worth much less than a proporticnate share of the entity
value of all the corporate stock, Discounts can range from 10%
to 30% or more. When minority interest and lack of marketability
discounts are both applied, they are sequential.

BR000284



ITI. ¢ INDUSTRY

Angeles Chemical is a resale/distributor primarily of liguid
industrial chemicals used principally in the coating process. In
fiscal 1991, sales of solvents were $3.9 million (vs. $4.9 mil-
lion in fiscal 1990); packaging~=%892,000 (5556,000); and Bortz—-
£3.2 million (%2.7 million). Thus, the decline in lower (gross)
margin solvent sales for the commercial sector was nearly offset
by sales increases at Bortz and packaging or to the higher margin
consumer /retail market. This anticipated shift to a 50-50 sales
break-down between consumer and industrial from 60=-40 from
several prior years contributed to the overall gross margin
improvement in fiscal 1991 to 25.0% from 23.8% in fiscal 1990.
Bortz, as explained in previous valuation reports, is a packager
of paint thinners and finishes for the consumer/retail market
which Anchem acquired in fiscal 1986 to breaden its sales bhase.

Since the peak in 1982 at %16.8 million, Company deollar sales
have dropped over 50% to the $8 million level of fiscal 1950 and
1991. Physical volume has declined even more because of periodie
price increases. Dollar sales in fiscal 1991 were down a modest
2.4% to $7.94 million, the lowest year-to-year drop since the
sales erosion began in fiscgal 1983. Product gallons shipped were
3,062,000. Prices were increased temporarily to pass along
higher raw material cost increases during the early phase of the
fall 1290 Gulf crisis.

The multi~year sales fall-off reflects the loss of major

($1 million-plus) accounts as several customers moved cut of
Southern California or changed their supplier source away from
Southern California. The ever-increasing environmental regula-
tions in Greater Los Angeles have created an increasingly expen-
give and difficult operating circumstance for chemical processors
and distributors and their customers.

In 1991, Anchemr had about 193 active industrial customers and 440
in the packaging division. Al) are located in Southern Califor-
nia. Ellis Paint Company, owned by Robert Berg, an Anchem
founder and shareholder, is an important customer.

Anchem’s basic raw materials are these organic chemicals-=-propyl-
ene, methanol, toluens, xXylene, ethylene glycol, acetons ang
isopropyl alcohol. These are forms of petroleum distillates
which are purchased from Shell, Union Carbide, Exxon, Calanese
and Vulkan Materials. The Company has on-site 32 underground
storage tanks of 5,000 to 20,000 gallons capacity each and four
above—ground tanks {(old railread tank cars): one of 10,000
gallons capacity and three of 6,000 gallons each.

Anchem operates out of administrative offices, packaging and
storage facilities on a 1.8 acre site in Santa Fe Springs,
California. The structures and improvements are Company-owned,
while the underlying real estate is owned by a partnership
comprized of the three founding stockholders--John Locke, Robert
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in
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the Company. Previous report discussions concerning the sale of
the underlying real estate to the Company by the partnership are
in limbo because of contamination issues discussed herein.
Anchem rents downtown Los Angeles warehouse space from Robert
Berg.

As of the summer of 1991, Anchem had 28 full-time employees
versus 26 a year earlier. The Company has increased temporary or
part-time help reflecting the higher packaging sales.

Samason Chemical Co, Joint Venture

on March 31, 1991, Anchem entered into a five and a half year
agreement with Saramco, Ine., dba Samson Chemical Co., to operate
on a joint venture basis for five years beginning October 1, 1991
after an interim six meonth trial period which ended on Septem-
ber 30, 1991, If the joint venture is still effective on Septem-
ber 30, 1996, Samson will cease operations and transfer to Anchem
its distributor relationships and its business and customer
accounts. ‘

Samson was a Torrance, California based chemical distributor
operating unprofitably on annual sales of $3.5 million or about
45% of Anchem’s sige. Under the agreement, Samson President
Robert Custer and six employees have relocated to Santa Fe
Springs and the employees have been put on Anchem’s payroll.
Samson transferred its inventory of bulk, bagged and drum chemi-
cal products to Anchem’s facility. Samson’s physical and operat-
ing assets were not transferred and are being disposed of.

Samson retained control of and responsibility for its pre-agree-
ment receivables. Anchem purchased common product inventory only
and is storing at no cost transferred non—common product invento-

ry.

‘Samson’s income, net of any cumulative losses, is shared equally
by the two companies on a monthly basis, Income is defined as
Samson’s sales less: product cost; Samson employee compensation
and fringes; sales expenses; insurance; freight; truck and net
drum reconditioning expenses. Anchem provides at no cost ware-
housing of all products and certain office services such as
accounting, inventory and business reports. For the month of
April 1991, the Samson income split was $11,685. Mr. Custer’s
salary is paid out of the split.

tUinder thiz business combination, Anchem expects to achieve
economies of scale and broaden its line to include epoxy products
it did not previously offer. Samson President Robert Custer (5B}
brings experience in industrial chemicals and can serve as a
senior .management backup to John Locke. While the immediate
profit potential to Anchem from this arrangement may not be
substantial, Anchem has the opportunity to generate a new profit
source without direct exposure to operating losses and with a
limited financial risk. During the five-year term, both compa-
nies maintain separate operations and custoners. ‘
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The Samson joint venture is Anchenm’s second business combination

in five years as the Company seeks to counter its long-term sales
decline. By limiting risk in the Samson transaction, management

may be trying to avoid some of the financial exposure experienced
in the 1986 Bortz acquisition.

Management an

The Company senior management as of summer 1991 were:

officer Title Joined Co.  Age
John Locke Preaident, CEO 1971 64
Robert Bery Secretary/Treasurer 1971 59
Robart Cuatar Praaident - Samson Chemical 1990 58
Tim Mahoney Controllar 1950 a4

Robert Custer is a chemical engineer, MBA with experience in
chemical distribution and as such provides important management
and sales support for John Locke. - Mr. Custer is concentrating on
the industrial market and Mr. Locke on retail and proprietary
products.

Candy Hutton, a long-time employee, remains oﬁerations manager.

The Board of Directors consists of John Locke, Robert Berg, and
Arnold Rosenthal. A Company founder, Mr. Rosenthal sold his
stock to the ESOP in 1984 and had a consultant agreement with
Anchem until in July 1989 (fiscal 1990). Mr. Berg‘s primary
employment is President of Ellis Paint Co.

As of April 30, 1991 there were 40,000 Class A and 14,065 Class B
common shares outstanding {(excluding treasury stock) as follows:

Halder Number of Shayres
John Locke 20,000 A shares a7
Rabert Berg 20,000 A sharca a7
ES0P 14,065 B shares 26
Total 54,065 ALHE ahares 100%

Class A common stock is voting and Class B is nonvoting. Other-
wise, the two classes are egqual. A valuation discount for the
nonveting Class B stock has not been taken by the prior apprais-
ars nor by Bramstedt & Associates 3ince the stock is in an ESOP
where voting rights are not passed through in any event except
for major corporate issues.
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Environmental Issues

Previous valuation studies have discussed in detail the environ-
mental issues and regulations confronting Anchem and chemical
processors and manufacturing generally in greater Los Angeles.
Specifically, Anchem must comply with a number of regional
envirenmental regulatory agencies. These include the South Coast
Ailr Quality Management District, Environmental Protection Agency,
Water Resources Board, California Highway Patrol (hazardous
material, permit inspections, etc.), Fire Department of the Clty
of Santa Fe Springs, and others. Anchem has no envirommental
agency actions, citations or violations as of this report date.

In 1989 Anchem retained an environmental consultant, SCS Engi-
neers, to undertake extensive testing for possible soil or
groundwater pollution at the Santa Fe Springs site in connection
with its Los Angeles County Water Resources Board underground
storage tank (UST) operating permit. Subseguent testing by scs
and Anchem found no serious UST leakage or soil contamination
except for some possible leaching from an adjacent McKesson
Chemical clean-up site.

Thus, as of Summer 1991, Anchem is in general compliance and not
facing any significant near-term operational or financial con=~
straints from environmentally related problems. Tank testing
costs averaged about $22,000 in each of the past two fiscal years
and may continue near that level in the future. Additional
groundwater test wells by SCS may be required. Under current
industry conditions, it is difficult for Anchem to pass these
costs through; however, the Company is not now facing major
remedial costs. Nonetheless, by the late 1990s Anchem may have
to replace its existing USTs.

The possible incurrence of significant clean-up and remedial
expenses was a material valuation consideration in fiscal 1989.
In a broader sense, ongoing environmental encumbrances on
Anchem’s business and operations are reflected in the valuation
conclusion at April 30, 1990 and 1991 but not as significantly as
in 1989,

For a more detailed discussion and perspective on the environmen-
tal circumstances at Anchem, see Menke & Associates’ ESOP valua-
tion study of September 1389 and Bramstedt & Associates’ ESQP
report of October 1930.

Ihe Industry

Bramstedt & Associates does not believe there has been any basic
change in fundamental industry trends and for =mall independent
distributors from that discussed in the October 1990 valuation
report, which see.

The current business recession in California could be expected to
have a negative impact on Anchem’s sales, but for the first five
months of fiscal 1992 Anchem’s comparative sales are up over 10%.
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Financial Analysis and Review

Anchem has provided Bramstedt & Associates with financial state-
ments for the fiscal years 1987-199%1. These financial statements
have been thoroughly examined and discussed with management. A
copy of the Company’s financial statement for the fiscal year
ended April 30, 1991, prepared as a compilation by Arthur Buhlman
& Co., CPAs, iz attached as Appendix I.

The results of our review and analysis of Anchem’s financials are
contained in the exhibits outlined below:

Exhibit A «~ Comparative Incoma Statement, FY1987-1991
Exhibit B «- Comparative Balance Sheats, FY1987-1991
Exhibit ¢ -- Selected Pinancial Ratloms, FY1389-1931

These exhibits are presented at the end of this section of the
report. The following comments and observations are based upon
Bramstedt & Associates’ review and analysis of the Company’s
financial statements. For the one month of fiscal 1991,
Saramco’s operations are not consolidated but are incorporated in
a one-line (miscellaneous) income entry, “income split - Samson.™

. Exhibit A contains Anchem’s comparative operating statement in
terms of dollars and dollars as a percent of sales for the peried
fiscal 1987-1991. This statement reveals very little change
year-to-year in Anchem’s financial and operating performance.
Most importantly, and after falling steadily by over 50% since
fiscal 1982, Anchem’s sales stabilized at just under $8 million,
a very modest 2.4% drop from the $8.14 million in fiscal 1990.
Ccost of sales in fiscal 1991 was down $239,000 or 3.8% to just
under $6 million (75%) from $6.2 million (76.2%) a year earlier.

Accordingly, gross profit in fiscal 1991 rose 2.3% to $1.98 mil-
lion {25.0%) from $1.94 million (23.8%) in fiscal 19%0. As
discussed earlier, a shift in the Company’s sales mix in fiscal
1991 to more consumer/retail favorably impacted gross margins.
Except for higher oil related product prices during the Fall of
1980 which were related to the Persian Gulf crisis, Ancher did
not generally raise its product prices nor did it experience any
material changes in raw material costa. At 25%, gross profit
margins were the best since 26.4% in fiscal 19838,

=-12-

BR0O00289



Fngelac Dhanlcal Co.
Geemy Frof)t 4 Sales
F1951L - 19

o I
Saloc

Hiroms.
Frofit

1L wra e =8 1%

operating expenses fell $92,000 or 4.2% to $2.0% million (26.4%)
from $2.19 million (26.9%) in fiscal 1990 as the Company contin-
ues to rachet down itz general and administrative costs in
concert with the longer term sales decline. Most of the operat-
ing expense decline in 1991 was achieved through a substantial
reduction in officers’ salaries and lower office, sales and
direct wages resulting from a lesser average number of employees
during the year. On the other hand, outside labor expense jumped
over 40% as the Company uses this type of labor in its packaging
operations, which were running at a higher sales volume. Expense
categories which showed increases also included worker‘s comp,
group insurance, plant expense, professional services (mostly
higher lawyers’ fees), taxes and licenses, and Bortz commissions.
Depreciation charges on the other hand fell from $195,000 to
$151,000 and there was also a %$13,500 favorable swing in direc-
tors’ fees. Overall, the Company appears to have contained
diecretionary and controllable expenses.

Slightly higher gross profit and slightly lower operating expens-
es led to a reduction in the operating loss to $112,000 in fiscal
1991 from $248,000 in fiscal 1990. Other income (interest,
terminaling charges, etc.) increased to $9%8,000 from $56,000 in
fiscal 19%0. Interest expense fell to 522,000 in fiscal 1951
from $47,000 a year earlier.

As a result, the Company aignificantly reduced its pre- and post-
tax losses to $36,000 in fiscal 1991 from a net loss of $239,000
in fiscal 1990. Thus, Anchem essentially broke even in fiscal
1991 as it did in fiscal 1988 (its last non-loss year) when sales
were $1.5 million higher.

-13=
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Exhibit B contains Anchem’s comparative balance sheet in terms of
dollars and dollars as a percent of assets for the period fiscal
1987-199].

Angelep Chemical Co.
Balance Sheset Profile
Apr 0, 199

Toral Ae=ers - Janal Lisbilities &
St kimlders” kowitu

Curran
L3

This statement shows total assets at April 30, 1991 of $2.7 mil-
lion, down insignificantly from a year earlier but off 17.3% or
$565,000 from April 30, 1987 as the Company’s business basgseé has
shrunk. In fact, for book accounting purposes the Company has
nearly written down its fixed asset account because net fixed
assets at $249,000 at April 30, 1991 were only 15% of book cost.
During fiscal 1991 the Company made no material capital expen
ditures and in fact sold some operating equipment.

Current assets at $2.44 million at April 30, 1991 now constitute
a very high 90.4% of total assets as compared with $2.3 million
(83.3%) at April 30, 1990 and progressively lower ratios retro-
spectively over the last several years. Cash and liquid invest-
ments jumped 39.3% or $134,000 to $475,000 (17.6%) and the
highast relative and absolute levels since fiscal 1986. Accounts
receivable were also reduced as they have been progressively, or
by $158,000 year-to-year or 12.9% to $1.063 million (39.4%). On
the other hand, inventories jumped 19.4% or $120,000 to $738,000
(27.3%) reflecting the Samson inventory additions. The inventory
categories which increased were chemicals and Bortz packaging.
Prepaid expenses and taxes increased %$17,000 to $164,000 (6.1%).

current liabilities showed a modest 4.7% drop to $937,000 (34.7%)
at April 30, 1991. Therefore, there were no major year-to-year
changes in any of its major components (see Exhibit B) of which
accounts payable at 5$749,000 (27.7%) is the largest. Long-term
liabilities were a very modest $9,000 at April 30, 1991 and
shareholders’ equity was $1.75 million (65.0%), off slightly from
$1.79 million (64.0%) a year earlier.

wld—-
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Exhibit C presents selected financial and operating ratios for
the fiscal years 1989 through 1991. It shows that Anchem’s=
previously seclid and liguid balance sheet hags gualitatively
strengthened further during fiscal 1991. Specifically, the
current and quick ratios jumpaed to 2.6 and 1.64 times respective-
ly at April 30, 1991 from 2.37 and 1.59 times respectively a year
earlier.

1= 10 19

Working capital, which is composed primarily of accounts receiv-
able and cash and equivalents, rose to %1.50 million. Because of
this increase on static sales, the sales to working capital ratio
dropped to 5.3 times from 6.0 times at April 30, 1990. Much of
this ligquidity is excess to the Company’s ongoing operating
business requirements and will not now apparently be needed for
possible substantial environmental remedial costs as discussed
earlier in this report. Consequently, the internal funds are
available conceptually to purchasé stock from existing sharehcld-
ers or the ESOT or to help finance the purchase of the underlying
Santa Fe Springs real property from the shareholder partnership.
This transaction was contemplated a few years ago but has been
deferred bhecause of environmental issues.

Inventory turns dropped somewhat to 8.1 times during fiscal 1991
because of the higher inventory on the static sales. Anchem
continues to record negative returns on equity. Because of the
operating circumstances and streng balance sheet profile dis-
cussed in this section, once again Anchem’s source of value for
egquity ownership is found in the balance sheet. For fiscal 1992
management is forecasting that Anchem’s sales ex-Zaramco may be
slightly above fiscal 1991's $8 million and that the Company
might record a slight profit.
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Appendix I contains a statement of cash flows for fiscal 1991
which is summarized and compared to fiscal 1290 as follows:

{000)
Net cagh from (usaed}:
Operating activities 5 %4 140
Invegting activities {a0) 3
Financing activities 134) L))
Net change in cash 5{30) 5134

The net cash provided by operating activities of $140,000 in

fiscal 1991 is principally composed of depreciation ($151,000),
a decrease in accounts receivable ($183,000) and an increase in
customer deposits ($%5%,000) partially offset by an increase in
inventory ($120,000), a gain on assets sale ($42,000), and the
net loss ($36,000). The $3,000 net cash provided by investing

activities reflects the net of $28,000 advanced to Stallion Tank

Lines, an affiliated company, and 536,000 of capital expenditures

as represented by equipment leases offset by $67,000 from asset
sale proceeds. Net cash used in financing activities of $9,000
iz the net draw down on principal loan payments over loan pro-
ceeds. Overall, there was a $134,000 increase in cash during
fiscal 1991.

‘16—
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ANGELES CHEMICAL COQ.

Exhibit A
b A T=
15000

FYE 4/30: 1291 1990 1385 1283 1987
Hat Sales 37944 100.0% 5RL39 100.0% 59003 100.0% 59442 100.0% 510521 100.0%
Copt of Sales 5960 758.0 61959 76.2 6945 77.1 7040 74,6 7787 74.0
Groas Profit 1983 25.0 1%3% 23.8 2087 2.9 2402 25.4 2734 26.0
Gperating Expenses 2095 26.4 2187  26.9 2203 24.5 2497  26.4 2640 25.1
Oparating Income {112y (1.4) (248) (3.0) (145) {(1.8) {951 (1.0} 94 .9
Othar Income L1 1.2 Se .7 108 1.2 1849 2.0 73 .7
Othey Expanss (Iot} (&ad) [+3} {47) (.6} o {}12) (1.2) 123 ¢1.1) (88} (.8)
Proatax Income (LOuUE) {35) {.5) {239) {2.9) {152y (1.7} (29 {-3) 79 .B
Provision for Taxee (§9] - — 42 .5 43 .5 {12 (.1}
Hat Income 5 136 {(.5) §(239) (2.9} $L218r (-3 52 .1 5 67 -

SOURCE: Company financial statements (unaudited).
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ANGELES CHEMICRL CO.

Exhibit B
Comparative Balance Sheet
{000
pa of 4/30: 1991 1550 1549 1588 12437

Current Aseeta:

caah apd llguia {nvatmnea. § 475 17.6% g 341 i2.2% 5 171 12.2% § 242 7.9% § 202 5.2%

ACCOUnts Ieceivable 1063 39,4 1221 43.7 113%  37.5 1222 3%9.9 1323 a0.5

Inventories 738 27.2 [31:] 22.1 719 3.7 773 25.3 794 4.3

Frepald expenses/cther 164 6.1 247 5.3 257 8.5 184 6.0 6.3

Total 2440  90.4 2327 83.2 2486 a1.8 2421 72.1 2524 71.3
Fixed Avsels at Cost 1568 1831 1844 1724 1601
Accumulated Depreciation (1419) (1366) {12593) {1101) {BEB)

Net PFixed Asnetn 249 9.2 465 16. 6 552 18.2 CFE] 20.4 733 22.4
other Asesty 12 .4 - - 17 .5 B ]
Total Assets 5219; 100.0 53752 100.0 52038 100.0 $§E§$ jo00.0 53295 100.0
Current Liabilities:

Accounts paylbln 3 745 27.7 5 7113 27.7% & 708 23.2% % 570 18.6% % &09 18.6%

Deposite SE 2.1 a0 2.9 119 1,9 142 4.6 198 5.8

Note payable ¥} a.2 83 3.0 103 3.4 83 2.7 193 5,9

Accrued sxpenses 44 1.6 47 1.7 AT 1.5 .8 68 2.1

Total 937 4.7 983 as,2 975 32.1 912 2%.8 1068 EFY
Long-Term Liabilities 9 3 22 8 37 1.2 13 .4 T4 2.3
Sharsholder Equity 1755 6%5.0 1787 64.0 U2 66.7 2136 6%.% 2122 65.0

Total Liabilities & Bguity 52701 100.0 $2792  100.0 52038 lo00.0 $306) 1cc.0 $3266 100.0

BO0URCE: cCompany financial statewents (unaudited).
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ANGELES CHEMICAL CO.
Exhibit C

Selectad Rati aig

FY1989-9]

FY 4/30: 1991 1990 1989
Liguidity Ratiocs

Curxant 2.60 2.37 2.55
(Current Assets divided by Current Liabilities)

uick 1.64 1.59 .55
{Cash & Accounts Recelvable
divided by Current Liabilities}

Working Capital (%000) 1503 1344 1511

Sales/Recaivables 7.47 6.66 7.90
{sales divided by Accounts Recelivable)

Sales/Working Capital 5.3 6.0 6.0
(5ales divided by Working capital)

Cost of Goods Sold/Inventories 2.1 1G.0 9.7
{Coat of Goods Sold divided by Inventories)

Coverage Ratiog

EBIT/Intercat Nag. Newg. Nag.

{Barnings bafore Intarest & Tax
divided by Interept Expensoe)

Cagh Flow/Maturity LTID 1.32 Reqg. 1.058
{Net Income + Depreclation Expences
divided by Current Portion of Long-Term Debt)

Lev R
Debt /Worth 0.54 D.56 0.50
{Total Liabilities divided by Net Worth)
Long-Term Liabilitles/Worth Nom. Nom. Nonm.
{(Liabilities over one year divided by Net Worth)
atj Rat
Total Asset Turnover . 2.89 2.79 2.95

(8ales divided by Avarage Total Assets)

Return on Eguity (2.0%) (12.5%)} (5.3%)
(Net Income divided by
Average Stockholders’ Equity)

Return on Assets (1.3%) (B.2%) (3.6%)
(Net Income divided by Average Asgets)

Neg. = Negative calgulation

Nom. = Nominal

SOURCE: Company statements and Bramstedt & Associates.
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Iv.

VALUATTON

In arriving at a minority interest fair market value determina-
tion for Anchem, Bramstedt & Associates has considered the
relevant factors set forth in Revenue Ruling 59-60 with regard to
the valuation of closely held companies and in the Department of
Labor’s (DOL) proposed regulations on "Adeguate Consideration® as
they relate to the valuation of securities for Employee Stock
ownership Plan purposes. The following comments represent our
findings with regard to those specific factors outlined in Reve-
nue Ruling 59-60 and the DOL’s proposed regulations on "Adequate
Cconsideration™ as they pertain to the valuation of Anchem. The
following references to Revenue Ruling 55-60 Implicitly include
the DOL’s proposed regulations.

Book Value

Revenue Ruling 59-60 states that the appraiser should consider
book value when valuing a closely held company. - Anchem’s stated
book value was 51,754,934 or $32.46 a share as of April 3¢, 1591.

Normally, book value or adjusted book value is not afforded much
weight or consideration in the valuation of an operating company
such as Anchem. Such type companies are normally valued on
earnings and/or cash flow capacity. Because of depressed operat-
ing results, the appraiser chose to use book value as fair market
value for ESOP purposes as of April 30, 1987 and used it as a
valuation reference as of April 30, 1988, 1989, 1990 and 1991.

pividend History, Capacity and Probability

Revenue Ruling 59-60 suggests that the appraiser ceonsider divi-
dends and dividend paying capacity in valuing closely held
securities. '

The Company has not paid any dividends on its common stock and
has no intention of changing this policy at this time. This
policy is quite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend
income.

Normally, earnings reinvested in the growth of a company can
be expected to earn at a greater return than dividend income
invested in other investment opportunities with similar risks
and prospects. Consequently, shareholders will ultimately
benefit from the current policy to reinvest earnings in the
Company’s growth rather than to pay cash dividends.

The capacity to declare and pay cash dividends iz a positive

consideration. The decision not to pay dividends is not a
negative consideration.

-17=
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Comparable Companies--Public ed

Revenue Ruling 59-60 suggests that the appraiser consider the
market price of stocks of corporations engaged in the same or a
similar line of business having their stock actively traded in a
free and open market or over the counter. Bramstedt & Associates
has made an exhaustive zearch for comparable public companies
which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded comparable. Public compa-
niez are generally much larger and more diverse both geogra-
phically and in business operations.

Univar Corp., a public company, is the largest U.5. chemical
distributor with fiscal 1991 revenuee of %$1.4 bhillicn. Van Water
& Rogers, a Univar division, is a direct Anchem competitor.
tnivar’s net income per share was %1.10 and cash flow {net income
plus depreciation) was $1.73 for the fiscal year ended Febru-

ary 28, 1991. Univar‘’s current ratio as of that date was 1.4:1;
debt to equity was 0.9:1 and book value was $8.42 per share.
Return on sales and equity ware 1.4% and 14.8% reapactively. As
of April 30, 1991, Univar common was trading at $13-5/8 or 1.6X
book value, 12.4X earnings, 7.9X cash flow and 19% of revenues.
Univar’s market capitalization rates may be breadly referenced
although Univar iz a substantially larger and much more geograph-
ic, customer and product diverse company.

Cash Flow an ings C© cit

Farly ESOP valuations by Charles Stark, PC, appear to rely on
conclusions derived from capitalizing five-year average of net
incoma, aftertax cash flow and pretax available cash flow, among
other methods. Aftertax cash flow is net income plus deprecia-
tion. Available cash flow bafore taxes is pretax income plus
profit share/ESOP contribution plus depreciation. Depreciaticn
in fiscal 1991 and 1990 was $151,000 and $194,000 respectively.
Anchem’s earnings and cash flow as just defined for fiscal 1941,
1990 and 1989 are shown below:

—  Cash Plow
Period Het Income Available  After Tax
Fl991 $(36,000) 131,120 5115, 000
71990 (23%9,000) {31,000) (45,000)
F1989 {110, 000) 69,000 101,000

Note: Pigures hava been rounded.

In the Stark valuation studies, three and five year averages of
these profit measures were calculated and capitalized to derive
fair market value. Because of the erosion of the Company’s
earning power, the application of this methodology has not been
used recently although in fiscal 1991 cash flow turned slightly
pesitive.
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Valuation

Becauze of insufficient demonstrable earning power and thin cash
flow prospects, Bramstedt & Associates and the appraiser once
again must look to the balance sheet for valuation purposes as in
fiscal 1990 when we amployed an adjusted book value approach.

Generally, capitalization of income and cash flow streams is the
appropriate methodology for determining the equity fair market
value of an operating company such as Anchem. The decision te
utilize adjusted bhook value is based on the factors discussed and
the appraiser’s experience and knowledge in deriving equxty
values of closely held companies.

At April 30, 1991, Anchem’s stated book value was 51,754,934 and
working capital waes $1,503,000. Since Anchem has no long-term
debt, this working capital basically accrues to the eguity
holders. (Cash and cash equivalents and receivables alone total
$1.54 million: Following the valuation methodology used in
recent valuation studies and using a 5% asset liquidation dis-
count, and a 10% discount for restricted marketability, produces
an indicated fair market value of $1,500,468, or egual to working
capital.

Bdiu&ﬂmLEegk_!ihutlﬁmhaﬂ
Aprpil 30, 1993
Stated Book Value 51,754,934
Less Liguidation Discount (5%) 87,742
Subtotal 1,667,187
Less Marketability Discount (10%) 166,719
Indicated Fair Market Value £1,500,468

Since the product of the adjusted book value methodology effec-
‘tively accords ne value to the Company’s fixed assets and to
business goodwill as a going concern, the appraiser believes this
methodology understates the fair market value of the equity
ownership of Anchem.

In order to incorporate the economic worth of fixad assets and
goodwill, Bramsatedt & Associates has marked up the Company’s
working capital of $1,503,000 by 10% or $150,300 to producse an
indicated fair market value for ESOP purposss of the equity
ownership of Anchem as of April 30, 1991 of $1,653,300 or $30.60
a share (rounded) on 54,065 shares outatanding. Thia working
capital premium is consistent with that of the three prior ysara
{sea page 2}.

Az of the ESOP plan year which began May 1, 1987, the ESOP
Administration Committee changed its policy on paying terminating
plan participants in a lump sum to paying participants terminated
for reasons other than retirement at age 65 in five annual cash
pay-outs commencing on the first anniversary of termination.
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Termihated plan participants sell 20% of their stock in each of
Eive years at the fair market value applicable for each year.
Accordingly, the above derived value reflects a discount of 10%
or the same as applied at April 30, 1990. This marketability
discount conceptually reflects the time value of money under the
deferred pay-out program now in effect. (Technically, the
Company has sufficient cash to buy out the ES0P stock ownership
which has an aggregate value of $430,000 on April 30, 1991).

Recent Stock Sale and Valuatjon

Revenue Ruling 59-60 suggests that arm’s-length sales to Knowl-
edgeable unrelated third parties in the recent past would be a
basis for valuation.

There have been no such recent transactions.

-20-
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CONCLUSIONS

Based on our experience and general knowledge in determining the
value of closely held companies and upon the consideration of all
factors previously discussed, Bramstedt & Associates is of the
opinion that the fair market value of the outstanding common
stock of Angeles Chemical Co. for ESOT purposes is $1,653,300 or
%$30.60 per share as of April 30, 1991 on 54,065 Class A and B
shares outstanding. This valuation is based on an adjusted book
value approach.

Specific positive factors concerning Anchem were its =till solid
and long-term debt free balance sheet; best cash position since
1986; a sales and operational stabilization; determination that
the Company does not have a mataerial environmental economic
exposure; and potential profit and other benefita from the
Saramco affiliation.

Unfavorable factors were eight consecutive years of sales and
profit decline; losses in fiscal 1989, 1990 and 1991; negative
returns on capital and equity; and the hostile operating environ-
ment for small chemical processors in heavily populated urban
areas such as Los Angeles.,

It is important to point out that this evaluation is specifically
intanded to establish a per-share fair market value for shares fto
be izszued or sold to the ES0T. This report does not specifically
address the svaluation of the Company as an entity. The value of
the Company as a whole, with the attendant rights to control the
direction and growth of the Company, to influence or control
compensation and dividends, to change the management, to acquire
other companies and/or business operations, to buy companies or
new product lines, or to sell or merge the Company, may be
greater than the total value implied by this evaluation.

On the other hand, the value of minority interest shares held
outside of an ESOT would probably be less than the value deter-
mined in this report. An ESOT with a "put" option obligating the
Trust to repurchase the shares held by participants provides a
valid market for such stock. Minority interest shares hald
outside of the ESGT would by nacessity be discounted by more than
10% taken here for their greater inherent lack of marketability.

This valuation is as of April 30, 1991; and, since it is based
upon recent financial statements, it should be valid for the near
future. However, it is imperative to recognize that the dynamics
of the jindustries served and general economic conditions can
change and invalidate this evaluation. Federal regulations
require that the Company’s common stock be reevaluated at least
annually for ESOT purposes,
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ARCHER, BULMAHN & CO.
626 BOUTH LAKE AVEKUE
PASADENA, CALIFORNIA 9%1luw

TO THE BOARD OF DIRECTORS
ANGELES CHEMICAL COMPANY, INCORPORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMPANY, INCORPORATED AS OF AFRIL 30, 1951 AND THE
REIATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE YEAR THEN
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS.

.A COMPILATION 15 LIMITED TO PRESENTING IN THE FORM OF
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES--
IF THE OMITTED DISCLOSURES WERE INCLIDED IN THE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER’S CONCLUSIONS ABOUT THE
COMPANY’S FINANCIAL POSITION, RESULTS OF QOPERATIONS, AND CASH
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED
'FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS.

Grclier (ubontn + G,
r
CERTIFIED PUBLIC ACCOUNTANTS

SEFPTEMBER 26, 1951
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ANGELES CHEMICAL COMPANY,

INCORPORATED

BALANCE SHEET
UNAUDITED

APRIL 30,

1991

ASSETS

CURRENT ASSETS

PETTY CASH 8 2,751.90
CASH IN BANK 407,159.50
CASH IN BANK - PAYROLL 449.81
CASH IN BANK ~BORTZ 52,864.65
CASH IN BANK - WHITTIER CRED 523.29
CASH IN MONEY MARKET 10,946.01
ACCOUNTS RECEIVABLE 856,937.66 |
ALLOW. FOR DOUBTFUL ACCTS. (8,393.47)

NET ACCOUNTS RECEIVABLE 848,544.19
ACCTS. REC. - STALLION 86,673.83
ACCTS. REC. - OTHER NON-OPERATING 43,632.45
ACCTS. REC. - SAMSON 84,669.22
EMPLOYEE ADVANCES 3,575.00
INVENTORY =-° CHEMICALS 388,369.03
INVENTORY -PACKAGING 72,611.66
INVENTORY ~PKG.~-BORTZ 266,973.81
INVENTORY -GASOLINE 10, 345.84
PREPAID INTEREST 5,916.55
PREPAID PROPERTY TAX 1,880.63
PREPAID INSURANCE 131,743.71
PREPATD AUTO INSURANCE 475.00
PREPAID PACKAGING 20,030.41

TOTAL CURRENT ASSETS 2,440,136.49

FIXED ASSETS
OFFICE TRAILER 97,811.43
TRUCKS & AUTOS 219,335.36
TANKS & PLANT EQUIDMENT 688,255.48
FURNITURE & FIXTURES 207,061.21
PLANT 351,755.97
DRUMS 104,148.00

TOTAL  FIXED ASSETS

LESS: ACCUMULATED DEFRECIATION

NET FIXED ASSETS

OTHER ASSETS
INVESTMENT IN SAMSON
TOTAL OTHER ASSETS

TOTAL ASSETS

SEE ACCOUNTANTS -

1,668,367.45

(1,419,529.91)

248,837.54

11,684.80

11,684.80

A ——— —— — — )

COMPTILATTION REPORT
f
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ANGELEE CHEMTCAL COMPANY, INCORPORATED
' BALANCE SHEET
UNAUDITED
APRIL 30, 1991

LIABILITIES AND STOCKHOLDERS’ EQUITY

CURRENT LIABRILITIES

NOTES PAYAELE $ 87,515.32

ACCOUNTS PAYABLE 749,175.68

OTHER ACCRUED LIABILITIES 9,527.52

ACCRUED PAYROLL 15,050.69

ACCRUED COMMISSIONE 11,323.07

ACCRUED WORKMANS COMP.INS. 1,589.54

SALES TAX PAYABLE 4,528.45

DRUM DEPOSITS 134,762.50

DRUM DEPOSITS - RECEIVED (78,556.36)

EMPLOYEE BENEFIT & WELFARE (51.62)

OTHER NON-OPERATING LIABILITIES 1,785.00
TOTAL CURRENT LIABILITIES ‘ 936,649.79

JONG-TERM LIABILITIES

NOTE PAYABLE 5,075.39

TOTAL LIABILITIES 945,725.18

— —

STOCKHOLDERS ' EQUITY
COMMON STOCK - $.10 PAR VALUE, .
1,000,000 SHS. AUTHORIZED,

54,065 SHS. ISSUED & OQOUTSTANDING 5,406.50
PAID IN CAPITAL 105,723.80
RETAINED EARNINGS - BEGINNING $ 1,675,472.64 :
REFUND OF PRIOR YEAR TAX 4,643.00
NET INCOME OR (LOSS) (36,312.29)

RETAINED EARNINGS'* 1,643,803.35
TOTAL STOCKHOLDERS’ EQUITY 1,754,933.65
TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 2,700,658.83

BEE ACCOUNTANTS/ COMPILATION REPORT
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ANGELEZ CHEMICAL COMPANY,
STATEMENT OF

UNAUDITED

INCORPORATED

INCOME

FOR THE TWELVE MONTHS ENDED APRIL 30, 1991

SALES
COST OF BALES

GROSS PROFIT

OPERATING EXPENSES

ADMINISTRATIVYE SALARIES
OFFICE WAGES

SALES WAGES

DIRECT WAGES

INDIRECT WAGES

PAYROLI, TAXES

WORKMANS COMP. INSURANCE
GROUP INSURANCE

QUTSIDE LABOR
ADVERTISING

AUTO & TRAVEL

BAD DEBTS

COMPUTER EXPENSE
DIRECTORS FEES

DRUM MATINTENANCE

‘"DUES & SUBSCRIFTIONS
EMPLOYEE WELFARE
EQUIPMENT RENTAL
FREIGHT=IN

FREIGHT OUT

CASUALTY INSURANCE

LAB EXPENSE
MISCELLANEOUS
OFFICE SUPPLIES
PRINTING PREP.
PLANT EXPENSE
POSTAGE
PROFESSIONAL SERVICES
PROFIT SHARING EXPENSE
RENT

REPAIRS & MAINTENANCE
SALES PROM. TRAVEL
BUSINESS PROMOTION
TANK TESTING EXPENSE
TAXES & LICENSES
TELEFPHONE

TRUCK EXPENSE
UTILITIES

COMMISSIONS -BORTZ
DEPRECIATION

EXPENSE

TOTAL OPERATING EXPENSES

O DATE

S 7,943,859.06
5,960,428.36

o ———— ——— —f— T

82,851.95
49,949.27
76,341,07
274,257.48
27,242.07
44,298.81
41,684.01
93,255.01
104,786.13
16,271.51
44,315.32
5,917.06
9,613.22
(4,500.00)
110,598. 85
5,435.12
8,614.00
1,956.75
75,610.14
33,371.79
89,671.95
4,653.48
2.43
9,748.04
18,542.58
73,122.13
5,505,72
67,630.75
15,248.24
137,400.00
32,534.35
14,216.99
20,552.24
22,820.84
30,479.24
23,071.80
136,939.25
18,016.78
121,848.18
151,383.83

AT TR P v

SEE ACCOUNTANTS’ COMPILATION RETORT

i et el el e

T ol

.
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME
UNAUDITED
FOR THE TWELVE MONTHE ENDED APRIL 30, 1951

YEAR TO DATE %

OPERATING LOSS $ (111,787.68) (1.41)

OTHER INCOME OR (EXPENSE)
DISCOUNTS EARNED 168.71 0.00
DEMURRAGE 75.00 0.00
INTEREST INCOME 18,879.12 0.24
INCOME SPLIT-SAMSON .11,684.80 0.15
SALARY REIMBURSEMENT ' 319.04 0.00
MISCELLANEQUS INCOME 10.01 0.00
PAILS : 1,035,009 0.01
TERMINALING CHARGES 23,861.92 0.30
INTEREST EXPENSE (22,038.61) {0.28)
GAIN (LOSS)~SALE OF ASSETS 42,280.31 0.53
TOTAL OTHER INCOME (EXPENSE) . 76,275.39 . 0.96
LOSS BEFORE INCOME TAXES (35,512.29)  (0.45)
PROVISION FOR INCOME TAXES . (800.00} (0.01)
NET LOSS $ (36,312.29) (0.46)
' . -7 . . . I e T ——

SEE ACCOUNTANTS’ COMPILATION REPORT

BR0O00307



ANGELES CHEMICAL COMPANY,
STATEMENT

INCORPORATED

OF INCOME DETAIL

UNAUDITED

FOR THE TWELVE MONTHS ENDED APRIIL 310, 1991

SQLVENTS -SALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

PACKAGING —SALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

BORTZ ~SALES
RETURNS & ALLOWANCES
SALES DISCOUNTS

TOTAL SALES
COST OF SALES

GROSS PROFIT

TOTAYL, GROSS PROFIT

_YEAR TO DATE  __ %
$ 3,867,170.99 100.19
(7,332.45) (0.19)
3,859,838.54 100.00
3,231,667.52 83.73
628,171.02 16.27
903,942.16 .  101.30
(11,638.00) (1.30)
892,304.16 100.00
728,450.92 81.64
163,853.24 18.36
3,209,916.99 1006.57
(15,158.13) (0.47)
(3,002.50) (0.09)
3,191,756.36 100.00
2,000,309.92 62.67
1,191,446.44 37.33

$ 1,983,470.70 24.97
e el e e — —————— o

SEE ACCOUNTANTZE’ COMPILATION REYORT

BR0O00308



ANGELEES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF CASH FLOWS
UNAUDITED
FOR THE TWELVE MONTHS ENDED APRIL 30, 1991

CABH FLOWEB FROM OPERATING ACTIVITIES:
NET LOSS L2 (36,312.29)

ADJUSTMENTS TOQ RECONCILE NET LOSS TO
NET CASH FLOWS FROM OPERATING ACTIVITIES:

DEPRECIATION , $ 151,383.83
EQUITY IN INCOME OF. AFFILIATE (11,684.80)
(GAIN) 1055 ON SALE OF ASSETS {(42,280.31)
REFUND OF FRIOR YEAR TAX 4,643.00
CHANGE IN ASSETS AND LIABILITIES
DECREASE IN ACCOUNTS RECEIVABLE 183,071.54
INCREASE IN INVENTORY ‘ (120,435.39)
INCREASE IN FREFAID EXPENSES (14,780.85)
DECREASE IN ACCOUNTS PAYABLE , (23,928.90)
DECREASE IN ACCRUED EXPENSES (4,638.38)
INCREASE IN CUSTOMER. DEPOSITS 54,762.50
TOTAL ADJUSTMENTS ' 176,112.24
NET CASH PROVIDED BY 'OPERATING ACTIVITIES 135,799.95

CASH FLOWE FROM INVESTING ACTIVITIES:

LOANS ADVANCED : {116,999.00)
COLLECTION OF LOAN ADVANCES 88,994.92
CAPITAL EXPENDITURES (36,576.86)
PROCEEDS FROM SALE OF ASSETS 67,447.31

NET CASH PROVIDED BY INVESTING ACTIVITIES 2,866.37

CASH FLOWE FROM FINANCING ACTIVITIES:

PROCEEDS FROM LOANS 128,145.20
PRINCIPAL PAYMENTS ON LOANS {137,240.44)
NET CASE USED BY FINANCING ACTIVITIES (5,095.24)
NET INCREASE IN CASH 133,571.08
CA3H AT BEGINNING OF PERIOD ' 341,124.08
CASH AT END OF PERIOD 5 474,695.16

BEE ACCOUNTANTS+ COMPILATION REPORT
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BRAMSTEDT

aned Assqciates Incorporated
Financial Consulting
Busingss Valuatons

Financial Analysls

Qualifications of
Bramstedt & Associates, Inc.

Eric M. Bramstedt, CFA, has over 30 years experience in the field
of financial analysis, equity evaluations, securities analysis and
investment banking. He has prepared well over 300 business
valuations on closely held companies for merger and acguisition,
gift and estate taxes, Employee Stock Ownership Planz ({ESOPs),
incentive stock option plans and others. These valuations have
covered a broad industry scope of closely held and public companies
including several Fortune 1000 listings. Mr. Bramstedt possesses
in-depth knowledge of ESOP functions and valuation through ten years
of extensive experience with three leading ESOP design and valuation
firms—--Menke & Assoclates, Kelso & Co. and Houlihan, Lokey, Howard
& Zukin.

Mr. Bramstedt is an industry specialist in transportation,
particularly trucking. As such, he has investigated the operations
and appraised the business values of several hundred motor carriers,
many of which are located in California. Clients have included
major domestic and international transportation companies for
acquisition and investment banking and other applications.
Mr. Bramstedt is Director of the PCTB Consulting Group, a division
of the Pacific Coast Tariff Bureau of San Francisco. As such, he
is editor of CAL-TIPS, an annual operating and financial study of
the California less-than-truckload business.

Mr. Bramstedt iz a Chartered Financial Analyst (CFA) and a member
of the Institute of Chartered Financial Analysts, the Association
for Investment Management and Research, the Transportation Research
Forum, the Valuation Roundtable of San Francisco, and the Pacific
Coast Accounting and Finance Council. He holds a Bachelor’s Dagree
in Economics from Stanford University. He has written articles for
industry periodicals and made public speaking appearances on
transportation topics, and has appeared as an expert witness before
the California Public Utilities Commission.

2402 Vista [de] Mar Lane Tiburon, CA 94920-1208 Tel 41543504358 Fax 415-4355-0438
1 1A Sansome St., Suite B0B San Francisco, CA 94104-3818 Tel 41%-362.9900 Fax 41%382-64097
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October 4, 1991

Mr. Eric Bramastedt

Menke & ABsociataes

114 Samgone Suite 1000

San Franciseco, CA 94104-3821%

Dear Mr. Bramatodt:

Encloged are Angelaes' 1991 year—end financial statements for your
revievw in valuing the company's stock. T have also enclosed our
most recent internal statementz for the four months ended August
31, 1591.

Angeles' revenues have increased because of our new assoclation
with Saramco which L mentioned in our recent phone conversation.
I feel this has an impact on your valuation and therefore have
inciuded the ¥TD financiais and will discuszs the association with
you further when we meet.

I have not received an estimate of your fees for this engagement
and would like to come to an agreaement regarding these bafore we
begin. :

T - G P
ro F U

I look forward to hearing from you scon. The kest time to reach me
bilphong is on Tuesdays or by leaving a message to c¢all back. John
W

1 ba unavallable until October 21.

Sincerely,

. :
M}’gﬂv’ﬁ”&@‘cﬂvziﬁﬁfﬂfﬂﬂﬂ
Tim Mahoney
Controller

— ANGELES SEEARIONL 00.. IND.

8915 Sarenpan Aveariue » P.O. Box 216X « Sonts Fa Springs, _ﬂalﬂurnll ME0 -
Telephona {213} 9453811 « [213) B35-4306 (L.A.) = (71 4) 521-766D -

LA -Bra— §FL-2527
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leverage Ratics

Dabt /dorth
{Total Liabilitjies
divided by Mat Worth)

Lang=Term Llabilities/Worth
(Liabjilitias over one year
dividad by Net MWorth)

Total Asget Turnover
(Eales divided by
Average Total Aagatk}

Return on Tquity
" (Nt Incoms divided by
Average Itockhalders® Equity)

Return on Asssts
{Net Income divided by
Average Stockholderi: Gewbesy )

005:4 ’7’?-

Nwg. = Negative calculaticon
Nom, = Nominal

#Y 4/30: 3990 1959
..

6.4  0.58 .50 0.43

Lrgn— Howtr. Kom. lchn.

,$2 2. 2.95 2.48
fiastl’ c5ah 7

(208! N '
&1%) 3847

cr2h ) Segs dew— . doa,

SCURCE: Company statements end Bramgtedt Assccistes.
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ANGELES CHEMIGAL CO.

Liguidity Patiocs

Current
{Current Asngta divided
by Current Lisbilitiam)

Crick .
(Cash & Azcounts Receivabla
divided by Current Liabilities)

Working Capital ($060) -

Balag/Raceivables
(Salew divided by
Accounts Receivablae)

salu:fﬂu:kini Capital
{5alea divided by
Working Capital)

Cost of Goode fold/Inventorias
{Cost of Goods Eold
divided by Inventoriss)

b R

ERIT/Interast
{Earnings before Intersst & Tax
divided by Interest Expense)

Cash Flow/Maturity LTD
(Fat Incowm + Dapresciation
Expannes divided by Current
Fortion of Long=-Tarwm Debt}

Exhihit C

2. o

7, £+

s Sed
727

5«-..3

A

reg

P e

2.37

1.%¢

1344
€.66

1c.0

Nag.

1.5%

1511
T.90

6.0

9.7

Bg.
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ARCHER, BULMAEM & CO.
24 BOUTH LAKE AVENUE
PARADENA, CALIPORNIA 91iGw

TO THE BOARD OF DIRECTORS
ANGELES CHEMICAL COMPANY, INCORPORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 19%1 AND THE
RELATED STATEMENTS OF INCOME AND CASE FLOWS FOR THE YEAR THEN
ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE AMERICAN
INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS.

A COMPILATION IS LIMITED TO PFRESENTING IN THE FORM OF
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT
EXPRESES AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.
IF THE OMITTED DISCLOSURES WERE INCLUDED IN ‘'HE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER’'S CONCLUSIONS ABQUT THE
COMPANY 'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTE ARE NOT DESIGNED
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS.

reter, Prutomts * G

CERTIFIED PUBLIC ACCOUNTANTS

SEPTEMBER 26, 19951

BR000319



ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SEEET
UNADLDITED
APRIL 20, 1991

ASSETS

CURKRENT ASSETS

PETTY CASH 3 2,751.90
CASH IN BANK 407,159.50
CASH IN BANK - PAYROLL 449.81
CASH IN BANK -BORT2 52,864 .65
CASH IN BANK - WHITTIER CRED 523.29
CASE IN MONEY MARKET 10,946.01
ACCOUNTS RECEIVABLE 856,937.66

ALIOW, FOR DOUBTFUL ACCTS. (8,393.47)

NET ACCOUNTS RECEIVABLE B48,544.19 -
ACCTS. REC. - STALLION 86,673.83
ACCTS, REC. — OTHER NON-OFERATING 43,632.45
ACCTS. REC. -~ SAMSON 84,669.22
EMPLOYEE ADVANCES 3,575.00
INVENTORY - CHEMICALS 388,369.03
"INVENTORY -PACKAGING 72,611.66
INVENTORY -PKG,~BORTZ 266,973.81
IRVENTORY -GASOLINE 10,345.84
FREPAID INTEREST 5,916.55
PREPAID PROPERTY TAX 1,880.63
PREPAID INSURANCE 131,743.71
PREPAYD AUTO - INSURANCE 475.00
PREPAID PACKAGING 20,030.41

TOTAL CURRENT ASSETS 2,440,136,49

FIXED ASSETS
OFFICE TRAILER 97,811.43
TRUCES & AUTOS 219,335.36
TANKS & PLANT EQUIPMENT 689,255.48
FURNITURE & FIXTURES 207,061,21
PLANT 351,755.97
DRUMS 104,148.00

TOTAL FIXED ASSETS 1,668,367.45
LESS: ACCUMULATED DEPRECIATION  (1,419,529.91)

NET FIXED ASSETS 248,837.54

OTHER ASSETS :
INVESTMENT IN SAMSON 11,684.80
TOTAL OTHER ASSETS 11, 684 .80

TOTAL ASSETS

BEE ACCOUNTANTA’

$ 2,700,658,83

COMPYLATION REPORT
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SHEET
UNAUDITED
APRIL 10, 1991

LIABILITIES AND STGCKHOLDERS' EQUITY
CURRENT LIABILITIES

NOTES PAYABRLE $ 87,515.32

ACCOUNTS PAYABLE 749,175.68

OTHER ACCRUED LIABILITIES 9,527,52

ACCRUED PAYROLL 15,050.69

ACCRUED COMMISSIONS 11,323.07

ACCRUED WORKMANS COMP.INS. 1,589.54

SALES TAX PAYABLE 4,528,45

DRUM DEPOSITS 134,762.50

DRUM DEPOBITS - RECETVED (78, 556. 36)

EMPLOYEE BENEFIT & WELPARE (51.62}

OTHER NON-OPERATING LIABILITIES 1,785.00
TOTAL CURRENT LIABILITTES 936,64%.79

LONG-TERM LIABILITIES

NOTE PAYABLE 8,075.39

TOTAL LIABILITIES 945,725.18

e -

STOCKHOLDERS * EGQUITY
COMMON STOCK - $.10 PAR VALUE,
1,000,000 SHS. AUTHORIZED,

54,06% SHS. ISSUED & QUTSTANDING %,406.50
PAID IN CAPITAL 105,723.80
RETAINED EARNINGE — BEGINNING $ 1,67%,472.64
REFUND OF PRIOR YEAR Tax 4,643.00
NET INCOME OR (LOSS) {36,312.29)

RETAINED EARNINGS 1,643,803.35

TOTAL STOCKHOLDERS’ EQUITY 1,754,933.65

TOTAL LIABILITIES AND STOCKHOLDERS’ EQUITY $ 2,700,658.83

T T e T

SEE ACCOUNTANTES: COMPILATION REPORT
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ANGRLES CHEMICAL CONPANY, IRCORPORATED

STATEMENT OF INCOME

UNAUDITED

FOR THE TWELVE MONTHE ENDED APRIL 106, 1991

SALES
COST OF SALES

GROSS PROPIYT

OPERATING EXPEN3ES

ADMINISTRATIVE SALARIES
CFFICE WAGES

SALES WAGES

DIRECT WAGES

INDIRECT WAGES

PAYROLL TAXES

WORKMANES COMP. INSURANCE
GROUP INSURANCE
QUTSIDE LAEOR
ADVERTISING

AUTO & TRAVEL

BAD DEBTS

COMPUTER EXPENSE
DIRECTORE FEES

DRUM MAINTENANCE

DUES & SUBSCRIPTICONS
EMPLOYEE WELFARE
EQUIFMENT RENTAL
FREIGHT-IN

FREIGHT QUT

CASUALTY INSURANCE

LAB EXPENSE
MISCELLANEQUS

OFPICE SUPPLIES
PRINTING PREP. EXPENSE
PLANT EXFPENSE

POSTAGE

PROFESSTONAL SERVICES
PROFIT SHARING EXPENSE
RENT .
REPAIRS & MAINTENANCE
SALES PROM. TRAVEL
BUSINESS PROMOTION
TANK TESTING EXPENSE
TAXES & LICENSES
TELEPHONE

TRUCK EXPENSE
UTILITIES

COMMISSIONS —BORTZ
DEPRECIATION

TOTAYL OPERATING EXPENSES

BEE ACCOUNTANTS -

_YEAR TO _DATE —t
S 1,941,899.08 100.00
5,960,428.38 75.03
1,983,470.70 24.97
82,851,95 1.04
49,949_27 0.63
76,341.07 0.95
274,257.48 3.45
27,242,07 0.34

44 ,298.81 0.5&
41,684.01 0.52
93,255.0]1 1.17
104,786,123 1.32
16,271.581 0.20
44,315.32 0.586
5.,817.06 0.07
9,613.22 0.12
(4,500,00) {C.06)
110,598 85 1.39
5,435,212 .07
B,614.00 0.11
1,956,758 0.02
75,610.14 0.95
33,371.79 0.42
89,671.95 1.13
4,653 _48 0.06
2.43 £.00
"9,748.04 0.12
18,542.58 0.23
73,122.13 Q.92
5,505,712 .07
67,6830.75 0.85
15,248.24 0.19
137,400.00 1.73
32,%34.35 0.41
14,216.99 .18
2D0,552,24 0.26
22,820.84 0.29
30,479,224 0.38
23,071.80 0,29
136,939.25 1.72
18,016,.78 0.23
12},848.18 1.53
151,383.83 1,91

$ 2,095,258._ 138 26.38

COMPILATION REPCGRT
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ANGELES CHENICAL COMPANY, JRCORPORATED

BTATEMENT OF INCOMP
UNAUDITED

FOR THE TWELVE MONTHE ENDED APRIL 30, 1991

OFERATING LOSS

OTHER INCOME OR {EXPENSE)
DISCOUNTS EARNED
DEZMURRAGE
INTEREST INCOME
INCOME SPLIT~SAMSON
SALARY REIMBURSEMENT
MISCELLANEOUS INCOME
FAILS ’

TERMINALING CHARGES
INTEREST BXPENSE
GAIN (LO5S)~-SALE OF ASSETS

TOTAL OTHER INCOME (EXPENSE)

LOSS BEFORE INCOME TAXES
PROVISION FOR INCOME TAXES

NET LOSS

—XEAR TO DATE —3%
$ (111,787.68) {1.41)
168.71 0.00

75.00 0.00
18,879.12 0.24
11,684,80 0.15
319,04 0.00

10.01 0.00

1,035.409 0.01
23,8631.92 0.30
{22,038.61) (D.28)
42,280.31 0.53
76,275.3% 0.96
(35,512.29) (0.45}
(800.00) {0.01)

$  {26,312,29) {0.46)
E i ——— .. Y TR R I aly—

SEE ACCOUNTANTE’ COMPILATION REPORT
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AMGRLEE CHEMICAL CONPANY, INCORPORATED
ETATEMENRT OF INCOME DETAIL

UMAUDITED -

FOR THE TWELVYE HONTHE ENDED APRIL 30, 1991

SOLVENTS -SALES
RETORKS & ALLOWANCES

TOTAL SALES
COST OF BALES

GRO53 PROFIT

PACRAGING =-SALES
RETURNE & ALIDWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

BORTZ -5ALES
RETURNE & ALLOWANCES
SALES DISCOUNTS

TOTAL SALES
COST OF SALES

GROSS PROFIT

TOTAL GROSE PROFIT

SBEE ACCOUNTANTS*

—YEAR TO DATE

$ 3,867,170.99
(7,332.45)
3,859,838.54
3,231,667,5%2

628,171.02

903,942.16
(11,638.00)

——— —— - -

892,304.16
720,450.92

S ks e e e g g Y W

S S e

3,209,916.99
(1%5,158.13)
(3,002.50)

1,181,756.36
2,000,309.92

—— —_— . -

1,191,446.44

$ 1,983,470.70

e L

COMPLILATION REPORT

—3

O i — ——

100.57
{0.47)
{0.09)

——
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ANGELES CHEMICAL COMPANY, INCORPORATED
BTATEMENT OF CABE FLOWE
UNAODITED
FOR THE TWELVE HONTHS ENDED APRIL 30, 1991

CASH FLOWS FROM OPERATING ACTIVIYIES:
NET LOSS $  (36,312.29)

ADTUSTMENTS TO RECONCILE NET LOSS To
NET CASH FLOWS FROM OPERATING ACTIVITIES:

DEPRECIATIGN $ i51,283.83
EQUITY IN INCOME OF AFFILIATE (11, 684.80)
{(GALN) 1LOCSE ON SALE OF ASSETS (42,280.321)
REFUND OF PRIOR YEAR TAX 4,643.00
CIANGE IN ASSETS AND LIABILITIES '
DECREASE IN ACCOUNTS RECEIVABLE 183,071.54
INCREASE IN INVENTORY (120,435.39)
INCREASE IN PREPAID EXPENSES {14,780.85)
DECREASE TN ACCOUNTS PAYABLE (23,928.90)
DECREASE IN ACCRUED EXPENSES {4,638.38)
INCREASE IN CUSTOMER DEPOSITS 54,762.50
TOTAL ADJUSTMENTS 176,112.24
NET CASH PROVIDED BY OPERATING ACTIVITIES 1349,799.95

CABE FLOWE FROM INVESTING ACTIVITIES:

LOANS ADVANCED (11€,999.00)
COLLECTION OF LOAN ADVANCES 88,994.92
CAPITAL EXPENDITURES (26,576.86)
PROCEEDS FROM SALE OF ASSETS 67,447.31

NET CASH PROVIDED BY INVESTING ACTIVITIES 2,866,137

CABH FLOWE FROM FINANCING ACTIVITIES:

FROCEEDS FROM LOANS 128,14%.20
FRINCIPAL, PAYMENTS ON LDANS (137,240.44}

NET CASH USED BY FINANCING ACTIVITIES (9,095.24)
HET INCREASE IN CABE 133,57]1.408
CASH AT BEGINMNING OF PERIOD 341,124.08
CASH AT END OF PERIOD & 474,695.16

b e = ——— o

S8EE ACCOUNTANTE - CONPILATION REFPORT
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172 Sonsome Fheet, File 805
Son Foancisce, Corlifonresia 24104~3818
{215) 262- 9900
jimﬁhyauquu

Mincthnn, Aecn Somings

November 18, 1931
PEREONAL AND CONFIDENTIAL

Mr. Tir Mahoney

Angeles Chemical Co.

P.0O. Box Z163

Santa Fe Springe, California 99670

Dear Tim:

Enclosed are three copies of the Anchem ESOP valuation study for
April 30, 1991 and our lnvoice for $2,75C, the same fee az last
year. T

Sinceraly yours,

Eric M. Bramstedt

EMB: aw
ancloEures

BR000326
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME

UNAUDITED ' )

FOR THE TWELVE MONTHE ENDED APRIL 30, 1991

/P90
SALES ' 8,138 780
COST OF SALES £,799 547
GROSS PROFIT I VL

OPERATING EXPENSES
ADMINISTRATIVE SALARIES — /9¢, /70

OFFICE WAGES . - - ~ 'vgﬁ/
SALES WAGES ~ -~ — =~ —- ;,;. sox
DIRECT WAGES 6%, Pos
INDIRECT WAGES — =— - =~  2¢ 0%
PAYROLL TAXES ~ =~ -~~~ 22 (7/
WORKMANS COMP. INSURANCE 2 s esd
GROUP INSURANCE - 3 Loz
OQUTSIDE LABORI-F*:L-"’"&""‘*) & f:; .
ADVERTISING - - =~ — — ,a*’HJ
AUTO & TRAVEL - — - —

BAD DEBTS £330/
COMPUTER EXPENSE

DIRECTORS FEES =~ ~ -~ = Zaoo
DRUM MATNTENANCE .- == 2o FE
DUES & SUBSCRIPTIONS

EMPLOYEE WELFARE |
EQUIPMENT RENTAL - - ~ - - - 74 6%/~
FREIGHT-IN

FREIGHT OUT =~ _ ~ =~ - 7§ oe -
CASUALTY INSURANCE

LAB EXPENSE

MISCELLANEOUS

OFFICE SUPPLIES
PRINTING PREP. EXPENSE

PLANT EXPENSE . ~ — - &€ 599
POSTAGE

PROFESSIONAL SERVICES . $2, 965
PROFIT SHARING EXPENSE

RENT /A2, Foe

REPAIRS & MAINTENANCE

SALES PROM. TRAVEL

BUSINESS PROMOTION

TANK TESTING EXPENSE -5&5 /2 oo s

TAXES & LICENSES yy Gt
TELEPHONE

TRUCK EXPENSE _ . = o aipey ~ =
UTILITIES 4
COMMISSIONS —-BORTZ ?% R o
DEPRECIATION S0y, 5P

TOTAL OPERATING EXPENSES 2, /87, :257/

—— —— ——— iy — —— —

SEE ACCOUNTANTS’ COMPILATION REPORT

Va2

_NEAR-BO—PWTF- %
$ 7,943,899.06 100.00
5,960,428.36 75.03
1,983,470.70 24.97
82,851.95%  1.04
49,949.27 0.63
76,341.07 0.96
274,257.48 |, 3.45
27,242.07 0.34
44,298,.81 0.56
/. 0.52
1.17
AR 1.32
(16,271.51> 0.20
‘44 a2 ol 0.56
y‘!!l[r) 0.07
9,613.22 0.12
(4, 500. 00) 7 (0.086)
110,598.85 o 1.39
5,435.12 0.07
8,614,00 ! 0.11
7 1,956,75 0.02
75,610.14 0.95
~ - 33,371.79 A/ 0.4z
89,671.95 1.13
4,653.48 0.06
2.43 0.00
9,748.04 0.12
18,542 .58 0.23
(73,122.13) 0.92
, 505,72 0.07
,630.75 0.85
15,248.24 0.19
137,400.00 1.73
32,534.35 0.41
0.18
0.26
0.29
. - 0.38
23,071.80 0.29
— = 136,939,2%5 1.72
Ml&rﬂt&ﬁﬂ%> 0.23
i21,848.1 1.53
151, 383.83 1.91
$ 2,095%,258,38 26.38

——
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Univar Corp.

NYSE Symbo! UVX

2370

Price Range P-E Ratie Dividend Yisld SEP Ranking BDola
Jul. 5'91 139

127 17%- .10 15 0.30 2.3% . B 138
Summary
Univer distributes & broad 1. o chemicals and related products. Opsrations ware ax-
pandad signtficantly with the 1986 ag! n of McKesson Chamical Co., which made UVX the larg-
-nmmmnldmn‘ul tlhmrhllorlln viga. Soft economic conditions and incressed operaling
cosls led fo lowor In flacal 1 1: The s¢onomic slowdown continuad to no?m-:u!‘ffl
prlnundﬂlhtht -Ihﬂntqulrlw Plklmodﬂuldim v, wnllhouta‘l‘!ﬁolhn ;-
el i AN l
Business Summary . n | . )
Univar is angaged in the wholesals distribution of H I|||1
& broad range of mdustrial chemicais and related | — = _
products. The Novesnber 1086 acquisition of Wc- | M |

es30n Chemical Ca., a distributor of industria) o TR

_ chanucm wlth annus] axles of some 800 million,
mads UVX the largest industrial chmul dimibu-
tor in North Amarics.

Foreign wakes [all in- Gnnadu) accounted for 14% of
totsl sales in hecal 1990-8

Products distributed by ﬂw company are used in
many areas, including public health and safety
(water treatmant, sawage trestmont, and ice, dust
and vedenat control 1 @ patroleum indusiry (il and
gas dritling, putroleum reﬂnlng M.llll'll ?Qn
procassing, and plinls
and coafings l iy radmm lolvantu and

sl control

Rﬂbiddll. and lumieidﬂ lhe Iood
roduclion. prom n% pldﬂ % mml

.m , milling, ra-

oloctronlco toxtis

drv cieaning: prod

pmi I iuhinn
min anance (Ilm\«:m.;r and Do 8);
(foraatry, apar
manmnmm and \nf"ll'nlm )pu pepe
UVX's operations are conductad through two sub-
aidlaries: Yan Waters & Rogers, ina., which han-
disa all L.3. distribution nci , waa formed fol-
lowing the marger af McKasson and the
company's vVan Watara & Rogers division; Cana-
-dinn operations are conduoted through the Van

Waters & R , Lid. unil. In embar 1083
UVX acqui Hamblet & Hayas Co., a chemical
distributor in Mew England w n&u of $30 mil-

{ion, and tha past control mpplnbumeu of
Fhrcna Ch a ing., wilh sulas of about $8 mil-
ion.

I m::.h 1 m LvY fnnmhamcm whl::h offers
chenta mana temporary storage
and wc:ga to vnrhu' treutment and dr'y
tachnologies for waste or spent chemicala.

Por Share Pata (¥)

L

orml“ from 140 facilities; 119 In the U, S,
tnd 21 In Canada, with a fotal of about 4.3 Illlnn
square feet of combined offica and wareh

apace, of which 3.1 million is owned and the rnv

. mayinder leasad.

Important Developments

Jun. "91— UVY announced the acquiaition of
Beijer Industrial Distribution Grovp from Kongsbo
Industrier (Swaden), although final approvel to ac-
quire Baijer's Switzeriand oparationa is till pend-
aiiar alsg oparates in the UK., Scandinavia
lnd I{“& and had 1990 anias of about $380 mil-
wilf own 51% of Befler, with moal of the
bnlam controlled by Pakhoad Holding, N
LVXCs nitial investmant in Baijsr Imiu:l"mg the
Swisa operations; will be aboudt $25 mittion

Nex! sarnings repori sxpacted In late quttmhor.

1985

¥r. End Feb. 28 1991 1500 1980 1088 11987 1986 1984 1083 1682
Tangible Bk. Val. 842 153 657 E54 400 402 55 %21 WTI 867
Cash Flow 190 203 1.42 1.42 067 0.8 1.87 1.14 154 243
Earnings® 1.10 .22 .13 044 0D 028 143 D67 046 1.61
Dividends 030 030 020 010 010 040 034 034 034 034
Payout Ratio W M 17%: j6% 182% 105% 4% S51%  T4%  20%
Calendir Yoars 1900 1080 166 1087 1988 1085 1884 1983 1982 1961
Pncaa—Hiuh 10% 1T 12'% 14 12%, 124 13h  13% 18 1T
¥4 12 B, £y 4 8% T 8% 8% 8%
PIE Rutlo— 168 15-10 11-7 22-8 NM  34-21 -5 21-12 a0-14 11-4
+ﬂ mn m{#g“mmmm 909, 1 nmanrwwmﬁiw 2. 3uf. renulty of diec. opere. of 1-0.57 in 1004,

Standerd NYSE Stock Reports
Vol. 38/No. 134/8ac. 15.p

July 15, 1991
Capyiai * W01 Sramiard & Pow's Corp, AR ghn Rpvried

Standard & Poor's

2% Broadway, NY, NY 10004
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Univar cnrporation

incomo Data (Million %)
Yoar i

% Opar.
-Endid Inc. of

Hiat B Eff. Tx

% Mut Inc.
Feb. 38 Reva. Opwr.lec. fevi Cop Exp. Depr. WL Ewp,  farms Rels  “Nelin, of Rava. Cash Flow

1991 1396 560 4.0 i1d4 142
1980 1379 616 4.5 386 144

138 3E 6% 196 14 azs -
144 360 402% 2.5 1.8 359

1988 1,306 860 4.3 3186 138
1988 _ 1,917 429 88 189 137
1887 683 48 21 858 ap
*08B 538 182 B0 104 4B
1985 982 257 27 182 60
Me84 81 248 28 125 52

122 330 41.0% 200 15 338
103 214 479% 112 10 249
63 15 £24% 07 01 83
61 __ 68 363%. 43 08 0.1
98 256 380% 158 17 218
B4 123 400% 74 08 128

- 1B 8% 34z ar 237 ua

1982 654 484 4.9 A8.1 0.6
u -

20f 50 NM B1 068 17
210 244 241h 185 15 280

Balance Sheot Data (Million %)
Fob. 25 Cash

Tolal
Awats  Lhb,  Male Aul

Pl On Ly  Commoa Tolsiler. % LT Dabt % Rl on
Awsts TomDobl Cquity Copital  ofCep,  Equity

W 167 M6 200 14 5
1990 133 276 204 14 477

ag% 138 B 307 - 441 140
AT% . 116 132 250 44D iT.4
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BRAMSTEDT ASSOCIATES

FINANCIALCONSULTING « BUSINESS VALUATIONS

EVALUATION
of the
COMMON STOCK
of

ANGELES CHEMICAL CO.

as of
April 30, 1990

Preparad by: _
Bramstedt Associates, Inc.
October 1990

1914 MAR WEST s TIBURON = CALIFORNIA 94920
(415)435-9438
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BRAMSTEDT ASSOCIATES

FINANCIALCONSULTING « BUSINESS VALUATIONS

October 5, 1950

CONFIDERTIAL

Employee Stock Ownership Plan

- Administrative Committee
Angeles Chemical co.

P.O. Box 2163

Santa Fe Springs, California 90670

Attn: Mr. John Locke
Gentlemen:

You have regquested we establish the fair market value of the
common stock of Angeles Chemical Co. for Employee Stock Ownership
Trust (ESOT) purposes as of April 30, 19590.

Our evaluation places a fair market value of $1,527,885 on the
common stock of Angeles Chemical Co. as of April 30, 19%0. Based
on 54,065 A and B common shares outstanding, the value per share
is $28.25. This evaluation iz derived from adjusted book value
and is discounted for restricted marketability. The valuation
conclusion was transmitted orally to John Locke aon October 3,
19590.

Earnings prospects can change, as can the genera) economic
climate. Federal regulations require that the Company’s common
stock be reevaluated at least annually for ESOT purposes.
Very truly yours,
BRAMSTEDT ASSOCIATES, INC.
Ennie %7,
Eric M. Bramstedt, CFA
President

EMB: ey
snclosura

1914 MAR WEST « TIBURON » CALIFORNIA 94920
(415) 435-9438
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I.

INTRODUCTION

Angeles Chemical Co. ("Anchem" or the "Company") has requested
Bramstedt Associates, Inc. render its opinion as to the fair
market value of the Company’s common stock in connection with
tranzactions jnvelving the Company’s Employee Stock Ownership
Trust (ESOT). This valuation is based on financial data provided
us for the five fiscal years ended April 30, 1990 and is derived
from an adjusted book value methodology.

In that regard, Bramstedt Associates places a fair market value
of $1,527,885 or $28.25 per share on the common &tock of Anchem
as of April 30, 1990 based on 54,065 A and B shares outstanding.

Anchem is a closely held corporation with no present market for
its common ateock. It is a regional Southern California liquid
chemical distributor whose products are primarily used in indus-
trial and commercial coating applications. Sales in fiscal 1990
were $8.1 million, having dropped 52% from a peak of $16.8 mil-
lion in fisecal 1982. The Company lost $239,000 and $110,000 in
fiscal 1990 and 1989 respectively, its first losses szince An-
chem’s founding in 1972. Like all chemical processors and
distributors, Anchem is confronted with significant environmental
raegulations which are affecting its basic business. However, the
potential soil and underground water contamination problems at
the Company’s plant are not as serious as anticipated a yeaar ago.

Anchem has a reascnably liquid balance sheet and no long-term
debt. This factor, the environmental issues, the uninterrupted
sales decline and the current operating losses are significant
elements in this appraiszal.

Scope of the Valuatjon Study

The purpose of this valuation study is to determine the fair
market value of a minority interest in the common steck of Anchem
as of April 30, 1990 for transactions involving the Company’s
Employee Stock Ownership Trust.

In performing this valuation study, a variety of data and assump-
tions was used. The financial information on past performance
was gathered from the financial statements of Anchem as prepared
by its accounting firm for the past five fiscal yeara. We have
included in Appendix I a copy of Anchem’s most recent financial
statement, for the fiscal year anded April 30, 1990.

Projections of expected future financial performance through
fiscal 1991 were provided by management. The appraiser has
visited the company’s facilities in Santa Fe Springs, california,
most recently in June 1990.  Interviews were held with members of
management and with certain ocutside sources with regard to the
chemical distribution industry genarally and specifically about
geveral important environmental/regulatory issues facing the
Company.

BR0O00340



In ascertaining the value of the Company, published data on
publicly traded companies were utilized in an effort to find
comparable companies., There were no companies which were found
to be directly comparable. -

uatj ort

Anchem’s ESOP was established during fiscal year 1984 as a
conversion from a profit sharing plan. ESOP valuations for
fiscal years 1984, 1985 and 1986 were prepared by Charles B.
Stark, Jr., PC; the fiscal 1987, 1988 and 198% valuations were
conducted by Menke & Associates, Inc. The table below illus-
trate=z tha aggregate ESOP (minority interest) values relative to
caertain financial criteria for fiscal years 1986-90:

ESOP Valuation Summary

=19%

‘ Times
Aggregate ____ Pepcept of = = Groms  Working
Date ESOP Valye Sales pAspets Eguity i

4/30/90 51,527,885 18.8% 54.7% A5% 0.79% 1.14X
4/30/89 1,635,995 18.2 53.9 81 0.79 1.08
4/30/88 1,730,000 18.3 56.5 8l 0.72 1.15
4/30/87 2,122,604 20.2 65.0 100 a.78 1.46
4/30/85 2,600,000 21.4 75.2 127 1.17 1.56

Per-share values werae: $28.2%, $30.25, $32.00 and $39.25 on
54,065 Class A and B shares in fiscal 1950, 1989, 1988 and 1987
respectively; and $48.20 on 54,209 A and B shares in fiscal 1986.

Menke & Associates’ fiscal 1987 (dated November 1989), 1988
(October 1988) and 1989 (September 1989) valuation reports are
herein incorporated. Among other informatjon, these reports
contain a description of the chemical distribution industry;
Anchem’s history, operating deszeription and managament; and the
valuation methodologies employed.

Limitatjons of this Valuation

In preparing the valuation, Bramstedt Asscciates relied upon and
assumed the accuracy and completeness of all financial, statisti-
cal and other information provided by Anchem. Bramstedt Associ-
atez also considered information based upon other publicly avail-
able sources which it believee to be reliable, however Bramstedt
Associates and the appraiser do not guarantee the accuracy and
completeness of such information and did not independently verify
the financial statements and other information. The appraiser is
not aware of material omissions or understatements which would
affect values contained in this report. The fair market valus
arrived at herein represents the appraiser’s consjidered opinion
based uwpon the facts and information presented to him. No legal
opinion is expressed by this report and its accompanying docu=-
ments. : -
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.This appraisal is intended for the purpose(s) stated herein. Any
other application by the Company, its shareholders and others may
not be appropriate,

Neither the appraiser nor Bramstedt Associates, Inc. has any

present financial interest in Anchem, and the fee for this

valuation is not contingent upon the value{s) determined. This

report was prepared by Bramstedi Associates as a subcontractor to

Sansome Strest Appraigers, Inc. The qualificationas of Bramstedt

ggsuﬁiatea to undertake this valuation are summarized in Appen-
ix II.
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IX. YALUATION PROCESS

The stock in this valuation has been gvaluated based upon:

(1) the pertinent principles, regulations and guidelines of the
Internal Revenue Service; (2) analysie of the Company’s financial
statements; (3) thorough discussions with management; and

(4) analysis of relevant industry conditions and other factors.

befinitiopg

The following terms will recur throughout the valuation and
should be understood by the following definitions, except as
otherwise noted:

A =~ The Internal Revenue Service has
defined "fair market value" in Revenue Ruling 59-60, issued
in March 1959, as:

".--the price at which the proparty would change hands between
a willing buyer and a willing seller when the former iw not
undar any compulsion to buy and tha latter is not under any
compulsicn to sell, both partiss having reasonable knowledge
of relevant facis. Court decisions frequently statms, in
addition, that tha hypothetical buyer and seller are assunsd
tc he able, aw wall as willing, to trade and be wall informed

about the propmrty and concarning the market for such Prop=-
arty.” ‘

This definition is widely accepted and used in courts of law
and in tax literature and is the most widely used approach
in valuing closely held securities. It is the basic defini-
tion upon which we have relied in determining the fair mar-
ket value of the Company’s stock. Revenue Ruling 59-60 was
issued for estate valuation purposes, but is not limited to
that use. It serves as a guide in virtually all valuation
situations requiring the determinatien of fair market value.

an =Con i rni «- Pretax aarnings
refer to earnings or income before federal, state and local
income taxes. Pre-contribution earnings refer to pretax
earnings before discretionary employee benefit plan contri-
butions.

ESOP -- Employee Stock Ownership Plan and ESOT =-- Employee
Stock Ownership Trust refer essentially to the same entity
and for purposes of this valuation can be considered inter-
changeable.

IRS & DOL Guidelines

In general, a company whose securities are traded in volume by
informed persons in a free and active market has its fair market
value determined continuously. The prices at which the securi-
ties of such a company trade are a reflection of the collective
opinion of the investing public as to what the future prospects
of the company are at that point of time. However, when a stock

- -
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ig traded infreguently, or is traded in an erratic market, or is
closely held, such as in the case of Anchem, some other measure
of value must be found.

The Internal Revenue Code of 1954, Section 2031(b), specifies
that the value of stocks and securities of corporations not
listed on an exchange or freely traded "...shall be determined by
taking into consideration, in addition to all other factors, the
value of stock or securities of corpeorations engaged in the same
or a similar line of business which are listed on an exchange."

Revenue Ruling 59-60, issued in March 1959 for estate valuation
purposes and extended to include the determination of fair market
valug of closely held businessez for income and other tax purpo-
sas by Revenue Ruling 65-3193, further develops a set of eight
criteria whieh, while not all-inclusive, are fundamental to the
appraisal of the fair market value of closely held companies.

The Department of Labor has issued proposed regulations on
*adequate Consideration" which address valuation issues affecting
Employee S5tock Ownership Plans. These proposed requlations
aendorse Revenue Ruling 59-60 and set forth other factors to be
considered in valuing securities for ESOT purposes.

Consegquently, this report has considered the following factoras:
‘== History of the Company and Nature of Its Business

-— Economic Qutleok in General and Condition and Outlook of the
Industry in Particular

==  Book Value of the Stock and Financial Condition of the
Business

- Earnings Capacity of the Company
== Dividend Paying Capacity

==  Whether or Not the Enterprise Has Goodwill or Other Intangi-
ble Assets

—_— Sales of Stock and Eize of the Block of Stock to be Valued

- The Market Price of Stocks of Corporations Engaged in the
Same or a Similar Line of Business Having Their Stocks
Actively Traded in a Free and Open Market or Over the
Counter
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[=] Cont 5

Anchem’s ESOP was established in fiscal 1984. The Company made
cash contributions of $9,500 in fiscal 1589 and $13,900 in fiscal
1990,

The implementation of an Employee Stock Ownership Plan may have a
material effect on the profitability and cash flows of a business
enterprise. The effect on profitability and cash flows can, as a
consequence, directly impact the fair market value of the busi-
ness enterprise. The degree of effect depends on how the ESOP is
funding the annual contribution itself (ecash or stock).

An additional consideration in determining fair market value for
an ESOP company is how the Company is providing fer the emerging
liability created when vested terminated plan participants tender
Company stock for redemption.

For datalled discussions of the effect of cash and/or stock
contributions on earnings, cash flows and book values and af the
impact of emerging liability treatment on ESOP stock marketabil=-
ity, see Section II of the November 1987 valuation study prepared
by Menke & Associates.

ty i ceo i Me

The accounting profession allows a number of alternative account-
ing treatments in areas such as inventory and depreciation
accounting. Depending upon the particular accounting method
utjlized, reported earnings may diffar materially within a given
year. These accounting treatments, which are permitted under
Generally Accepted Accounting Principles (GAAP), are usually one~-
time decisions. Once a company has opted for a particular
accounting treatment it cannct change between various acecounting
alternatives year after year without good cause. Because of
these rules, accounting statements for a particular company are
generally comparable from year to year. This comparability,
however, may not exist from company to company even if thay are
in the same industry. This is especially true if one is compar-
ing a Ypublic" company with a "eclosely held" company,

A further discussion of the differences and economic ramifica-
tions of public and private Company aceounting procedures is also
found in Section IT of the November 1987 valuation study.

Discounts to Fajr Market valye

The marketability of the company’s stock, the control position of
majority shareholders, and the relationship of these factors to
the block of stock heing valued can also affect the concluded
value, : }

Closely held stock, which lacks marketability, is far less
attractive than a similar stock with ready access to the public
marketplace. In valuing a block of stock, Revenue Rulings and

-6H—
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‘court decisions provide a basis for concluding that a discount is
valid for an absence of marketability if tha value base does not
already reflect the lack of marketability.

Further, a minority stock interest in a c¢losed corporation is
usually worth much less than a propeorticnate share of the entity
value of all the corporate stock. Discounts can range from 10%
to 30% or more. When minority interest and lack of marketability
disecounts are both applied, they are sequential.
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III. COMPANY AND INDUSTRY

Angeles Chemical 18 a resale/distributor primarily of liquid
industrial chemicale used principally in the coating process. In
fiscal 1990 salez of seolvents were $4.9 million, packaging—-
$556,000 and Bortz--$2.7 million. Solvents are for the industri-
al markets and packaging and Bortz for the commercial sector,
maintaining the 60-40 sales ratio of the past several years.
Bortz and packaging carry about 25% better gross margins than
solvents. Bort:z, as explained in previous valuation reports, is
a packager of paint thinners and finishes for the consumer/retail
market which Anchem acquired in fiscal 1986 to broaden its sales
base. :

Since the peak in 1982 at $16.8 million, Company dollar sales
have droppad over S50% to $8.1 million in fiscal 1590. Physical
volume has declined even more because of periodic price increas-
es. Price and cost changes in fiscal 1990 were moderate, at less
than 2%, however, as dollar sales fell 9.6% and product gallons
shipped fell 11.1% year~to-year from 1.7 million to 1.5 million
gallons. The multi-year sales fall-off reflects the loss of
major ($1 million-plus) accounts as several customers moved out
of Southern California or changed their supplier source away from
Southern California. The ever-increasing environmental regula-
tions in Greater Los Angeles have created a prohibitively expen~
sive and difficult oparating circumstance for chemical processors
and distributors.

In 1990, Anchem had about 160 active industrial customers and 320
in the packaging division, off about 50% and 25% respectively
from several years earlier. All are located in Southern Califor-
nia. Ellis Paint Company, owned by Robert Berg, an Anchem
founder and sharehelder, is an important customer.

Anchem’s basic raw materials are these organic chemicals--propyl-
ene, methanol, toluene, xylene, sthylene glycel, acetone and
isepropyl alcohol. These are forms of petroleum distillates
which are purchased from Shell, Chevron, Union cCarbide, Exxon,
Celanese and Vulkan Materials. The Company has on-site 32
underground storage tanks of 5,000 to 20,000 gallons capacity
each and three above-ground tanks (old raillroad tank cars) of
2,000 gallons capacity each.

Anchenm operates out of administrative offices, packaging and
storage facilities on a 1.8 acre site in Santa Fe Springs,
California. The structures and improvements are Company-owned,
while the underlying real estate is owned by a partnership
comprised of the three founding stockholders--John Locke, Robert
Berg and Arnold Rosenthal. Mr. Rosenthal is no longer active in
the Company. Previous report discussions concerning the sale of
the underlying real estate to the Company by the partnership are
in limbo because of contamination issues discussed harein.
Anchem is no longer renting downtown Los Angeles warehouse space
from Robert Berg. The Company may build a warehouse at Santa Fe
Springs.
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A= of the summer of 1990, Anchem had 26 full-time employees
versus 31 and 34 a year and two years earlier respectively,
reflecting the downsizing of the company. The Company has also
reduced temporary or part-time help. .

Management and Ownership

The Company officers as of summer 1990 weare:

Officar Iitle Joined Co, Age
John Locke FPresident, CEO 1971 64
Rohert Berg Secretary/Traasurer 1871

g

Controller James Froelich left Anchem in earl]ly 1950 and has been
replaced by a part-time consultant, Tim Mahoney. Candy Hutton, a
long time emplovee, has been operations manager since 1989.

The Board of Directors consists of John Locke, Robert Berg, and
Arnold Resenthal. A Company founder, Mr. Rosenthal sold his
stock to the ESOP in 1984 and had a consultant agreement with
Anchem at $57,500 per year, the last payment of which was in July
1989 (fiscal 1990). Mr. Berg’s primary employment is President
of Ellis Paint Co.

As of April 30, 19%0 there were 40,000 Class A and 14,065 Class B
commcon shares outstanding (excluding treasury stock) as follows:

Holder meaHNumber of Shages
John Locke 20,000 A shares 37
Robsrt EBerg 20,000 A shares 37
ESOP 14,065 B shares i)

Total 4,065 ARB phares 100%

Class A common steck is voting and Class B is nonvoting. Other-
wise, the two classes are equal., A valuation diseount for the
nonvoting Class B stock has not been taken by the prior apprais-
ers nor by Bramstedt Associates since the stock is in an ESOP
where voting rights are not passed through in any event except
for major corporate issues.

Environmental Issues .

The September 1989 Menke valuation study discussed in detail the
environmental issues and regulations confronting Anchem and
chemical processors and manufacturing generally in greater lLos
Angeles. Specifically, Anchem must comply with a number of
regional environmental regulatory agencies. These include the
South Coast Air Quality Management District, Environmental
Protection Agency, Water Resources Board, California Highway
Patrol (hazardous material, permit inspections, ete.), Fire
Department of the City of Santa Fe Springs=, and others.  Anchen

-
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has no envirommental agency actions, citatjons or violations as
of this report date.

One pending regulation would ban the use of charcoal lighter
fluid and restrict the manufacture of certain paints and solvents
in the Los Angeles Basin. However, the most imminent issue
facing Anchem is the possible existence of surface and under-
ground soil and water chemical contamination at the Santa Fe
Springs site. The pollution question has also impeded the
property ownership transfer discussed earlier.

As of September 1989, SCS Engineers, Anchem’s environmental
consultant, had just been retained and neither it nor the Company
could then quantify the scope or magnitude of Anchem’s possible
contarination problems, which potentially could have invelved
major investigatien, clean-up or remedial costs. Anchem has no
environmental liability insurance nor had any reserves been
astablished.

In the intervening year, 5C5 has completed several core and one
groundwater well and related analysis. Minor surface contamina-
tion was found from run-off. Some chemical contamination was
detected in the groundwater well which source may be part
Anchem’s and part from a contiguous McKesson plant site. Contam-
inant levels are low and will not require extensive treatment,
according to SCS. The underground storage tanks were not leak-
ing, which will obviate the need for expensive repairs and
monitors, and the tanks will not now have to be replaced.

The Water Resources Board may require more groundwater test
wells. The Company conducts regular inventories to monitor for
tank or pipe leaks. Testing costs (5CS) in fiscal 1990 were
$21,000 and may be the same in fiscal 1991,

As of the summer of 1920, Anchem is in compliance and is not
facing any significant operational or financial constraintsz from
environmentally related problems. As contrasted with a year ago,
there are no major prospective remedial or clean-up costs. For
the time being, the Company has the financial resources to handle
the anticipated testing and compliance procedures. Its ability
to conform at this time with more clearly defined envirenmental
obligations is a positive valuation consideration as compared
with the uncertain situation at the April 30, 198% valuation
date,

The Industry

Chemical manufacturing has a real growth rate that is 15% to 20%
above the GNP and an increasing portion of that is sold through
chemical distributors. Thus chemical distributor sales are
growing faster than chemical manufacturing sales as distributors
increase their market share.

The chemical distribution business is estimated at %14 billion
(5% of total chemicals produced) which is sold by 1,000 distribu-
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tors. The largest of these is Univar Corp. with annual sales of
$1.4 billion. The top 50 hold about half of the market with an
approximate $6.7 billion of sales shared by 950 companies or a
simple average of $7 million per company. The top four distribu-
tors are publicly held or divisions of public companies while the
amall operators are privately owned. The large companies are
generally growing faster than the smaller participants.

The number of new distributors entering the businees is shrinking
and smaller companies are leaving the business or are being
acquired by large companies. The major reason for this contrac-
tion is the mass of federal, state and local regulations on
environment, health safety, storage, transportation, labeling and
worker and public disclosure. Large resources are needed to meet
the consequent legal, technical, insurance, and operationz
requirements. Private company owners’ net worth is increasingly
at risk. Attempts to exit the business or to sell private
company stock, facilities or real estate may be entangled in
potential environmental liabilities. BSuch has been the case at
Anchem where the stockholder/founders have been trying to sell
the Anchem real property s=ite to the Company for some time.

(Note - The above industry information is excerpted from Univar
Corp.’s 1930 annual report.)

Financial Analvysis

Anchem has provided Bramstedt Associates with financial state-
ments for the fiscal years 1986-1990. These financial statements
have been thoroughly examined and discussed with management. A
copy of the Company’s financial statement for the fiscal year
ended April 30, 1990, prepared as a compilation by Arthur Buhlman
& Co., CPAs, is attached as Appendix I.

The results of our review and analysis of Anchem’s financials are
contained in the exhibits outlined below:

Exhibit A -- Comparative Income Statement, FY1986-1990
Exhibit B ~~ Comparative Balance Sheeta, FY1986-19%0
Exhibit ¢ -~ Selectad Financial Ratios, FY1l988-1990

These exhibits are presented at the end of this section of the
report. The following comments and observations are based upon
Bramstedt Associates’ review and analysis of the Company’s
financial statements.

Exhibit A contains Anchem’s comparative operating statement in
termz of dollars and dollars as a percent of sales for the period
fiscal 1986-1990. Sales in fiscal 1990 dropped 9.6% or $864,000
to $8.1 million, the lowest since 1978. About half of this drop
was in lost charcoal starter sales during the last four menths of
the fiscal year when Chevron’s El Segunde refinery could not ship
feedstock because of a fire. "Chevron shipments resumed by June
1920. Thus the real sales decline year-to-year may have been
about $400,000 which would egual the smallest dollar annual drop
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(F1989/88) in eight years of consecutive sales erosion. The
Company shipped 1.5 million gallons of product in 1950, down 1l1%
from 1.7 million in 1989, indicating prices may have risen 1.5%.
Originally, management forecast that sales would stabilize at

$9 million in fiscal 1990 when they may be stabilizing at $8 mil-
lion plus, which is management’s projection for fiscal 1991.

Cost of sales fell $746,000 or 10.7% to %£6.2 million (76.2% of
sales) in fiscal 1990 from $6.9 million (77.1%) in fiscal 1989,
Gross profit was down slightly at $1.9 million in 1990 so gross
margins rose to 23.8% in 19%0 from 22.9% as raw material costs
were stable. Gross margins in fiscal 1987 and 1988 were around
26%. Of course, refinery product costs have risen sharply sinca
the Iraq invasion of Kuwait in early August 1990 and the Company
has been able to maintain margins so far by raiging its prices.
This subsequent circumstance is not an applicable consideration
for a valuation as of April 30, 1590, however.

Operating expenses were $2.2 million (26.9%) in 1990 or the =ame
as in 1989 when they were 24.5% of sales. Administrative sala-
ries rose $52,000 in fiscal 1990 as officers took their fiscal
1989 bonuses in May 1989, the first month of fizcal 1990. No
bonus was paid in May 1990. Other accounts showing increased
expenses were sales and direct wages, aute and travel, plant and
truck expense, tank testing and professional services. The
latter were mostly for legal costz associated with contamination
Clean-up problems on a site leased by Anchem in the mid=-1570=.
Management beliaves the Company may be able to recover these
legal fees from the building‘s insurance carrier. Anchem will
experience legal and envirenmental testing cvosts again in fiscal
1991]1.

Offsetting lower expenses were experienced in indirect wages,
outside labor, drum maintenance and freight out. The %118, 000
fall-off jn gross profit, combined with flat operating costs
year-to-year, caused the operating loss in fiscal 1990 to widen
by $103,000 to $248,000 from $145,000 in fiscal 1989.

Other income fell to $56,000 (mostly terminaling charges) from
$105,000 in 1989 when there was a nonrecurring asset sale of
$42,000. Other expense was lower at $47,000 versus $112,000 in
fiscal 1989 which included a $46,000 loss on stock gale. Other
expense in fiscal 1990 includes the last consultant fee paynment
of $38,000 to Arnold Rosenthal.

The pretax and net loss were both $239,000 in fiscal 1990, about
double fiscal 1989. The Company has used up its tax loss carry-
back and now has an undetermined tax loss carryforward.

Exhibit B contains Anchem’s comparative balance shest in dollars
and dollars as a percent of assets for the period fiscal 1986~
1990.

This statement shows that total assets dropped 8.1% or $24G,000
to $2.79 million at April 30, 1990 as compared with just over
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$3 million at April 30, 1989. This is the first time that total
assets invested in the business have dropped below $3 millien
since 1982,

The decline occurred in a $160,000 drop in current assets to
$2.3 million (83.3% of total assets) at April 30, 1990 as com-
pared with $2.49 million (81.8%) at April 30, 1989. "Net fixed
assets year-to-year dropped $87,000 to $465,000 (16.6%).

The Company remains liquid, with $341,000 in cash and equivalents
(12.2%) at April 30, 19590 down slightly from year end 1989.
Accounts receivable were up modestly to $1.2 million (43.7%)
while inventories declined $101,000 to $618, 000 (22.1%) and
prepaid expenses and other current assets declined $110,000 to
$147,000 (5.3%). The main decline in inventory occurred in the
Bortz or commercial packaging product line.

Current liabilities at $983,000 (35.2% of total liabilities and
equity) were essentially the same as at April 30, 1989. Of the
major components of the current liability accounts, accounts
payable was up about $70,000 to $773,000 (27.7%) at April 20,
1980 from $705,000 (23.2%) a year earlier. Deposits at 80,000
(2.9%) and notes payable at %$83,000 {3.0%) were down somewhat
from the April 30, 1989 figures.

Long-term liabilities were a very modest 522,000 {.8%). These
liabilities and the short-term note payable represent debt
incurred for the purchase of a diesel tractor and obligations to
Aveo to finance insurance premium prepayments for the fiscal
year.

Shareholder equity fell to $1.79 million (64.0%) from just over
$2 million (66.7%) at April 30, 198% and was the lowest since
fiscal 1983, :

Exhibit C presents selected financial and operating ratios for
the fiscal years 1988 to 1990. Working capital at April 30, 1990
was $1.24 millicen, down somewhat from the $1.5 milljion at the end
of the prior two fiscal years. Consequently, the current ratio,
while still very streng, at 2.37X also fell moderately from 2.55X%
at April 30, 1989; the guick ratio at 1.59X was unchanged from
the prior two fiscal year ends. Sales to receivables was 6.66X,
down from near 8X in the prior two fiscal years as Anchem’s sales
- continued to declinae. On the other hand, sales to working
capital at 6.0X was exactly that of a year earlier. The Compa=-
ny’s inventory turns at 10X at April 30, 1990 were essentially
unchanged from fiscal 1989, Ae stated earlier, Anchem essential-
ly has no long-term debt.
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Appendix I contains a statement of cash flows for fiscal 19%0
which is summarized and compared to fiscal 1989 as follows:

8
{000)
Ket cash from (usad):
Operating actlvities . 82713 5 94
Investing activities . 106 {30}
Financing activities 119} L34)
Net change in cash §36l gLy

Cash flows from cperating activities of $94,000, is composed of
the 5239,000 net loss adjusted for depreciation charges of
$194,000, a decline in the prepaid expense account of $90,000, an
increase in accounts payable of $68,000, an increase in customer
and other depogits of 536,000, and miscellaneous other items
(which see). The net cash used in investing activities of
$90,000 consists of $56,000 for capital expenditurez and a net of
$33,000 advanced to Stallion Tank Lines, an affiliated company.
Net cash used in financing activities of $34,000 is simply the
net draw-down on principal lcan payments over loan proceeds
during the year, ©Overall, net cash used in fiscal 1990 was
$30,000,

Conditions at Anchem at April 30, 1990 appear to have stabilized
both environmentally and operationally. Management is suggesting
that fiscal 1991 may replicate 1990 with sales of $8 million-plus
and a comparatively small loss. The Company’s inherent business
viability, at least on a short to intermediate term basis, is
preserved by its reasonably liguid and long-term debt free
balance sheet.

g -
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FYE 4730
Net Sales
Comt: of Zalwes
Grows Frofit
Oparating Expenses
Dpacating Income

Other Incoms
Other Expenase

Pretax Income (Loada)
Frovislon for Taxea

Hat Income

ANGELES CHENICAL ©O.

Exhibit A
=1990
(5000)

1990 1989 1968 1987 1986
58139 100.0% 59003 100.0% $9442 100.0% 510521 106.oa 512129 100.0%
6199  76.2 6545 77,1 7040  74.6 T7BT 74,0 990% B1.?
1%39 23.8 2057 22,9 402 25.4 2734  26.0 2219 18,1
2187 26.9 2203 4.5 2497 26.4 2640  25.] 2136  17.6
(248) {3.0) (145) (1.6) 95 (1.0) o4 3] 43 T

-1 .7 105 1.2 189 2.0 T3 .7 180 1.5
{4ty (.6) {112} (1.2} 1323) (1.3} (88} (-8} (48} (-4
{239y (2.9) {152) (1.7) (29} {-3) " ] 215 1.8
— L ¥ -5 42 .5 {12) {.1) (75} (-6
51239) (2.9} S48 11.2) 514 1 5. 67 + 6 5133 1.2

SOURCE: Cowmpany f[inancial statements (unauditad).
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ANUVELEE CHEMIUAL ©O.

Exhibit B
Cowparative Dalance Shest
{ooo)
an of 4304 1999 1289 19aa 1587 1986

Currant Assatst

Cash and ligquid lnvetmnts. $ 341 12.2% 5 371 12.2% 5 243 T.93 § 207 6,2% 5 90% 27.5%
Aecounts receilvable 11221 43.7 1139 37.5 12232 3b.9 1313 40.5 1288 39.2
Invantorias 618 12.1 119 23.7 73 25,2 794 24.3 597 18,2
Frepalid axpenass/other 147 5.3 257 B.5 184 6.0 206 6.3 115 2.5
Total 2327 B3,3 2486 81.8 2421 19.1 2526 77.3 2506 BA.5
Fixad Apmets at Cost 1821 1644 1724 1601 1089
Accumulated Depracistion (1368) t1292) (1101 1868) 1718
Net Fiwed Asaets 455 6.4 552 18.2 621 20,4 733 22.8 a71 11.2
Other Asssts —-_— —-_— 17 + 5 8 .2 B el
Total Assetas 52722 100.0 53038 100.0 §3061 100.0 52466 100.0 $32AS  100.0
Current Liabilities:
Accounts payable 5 773 27.74 5 70% 23.2% 5 510 1H.6% § 609 18,64 £111% .1
Depouits 8D 2.9 119 3.9 . 142 4.6 198 5.8 159 4.8
Hote payable a3 3.0 103 3.4 23 2.7 133 5.9 -
Acoguml sxpesnoee 47 1.7 a7 1.5 114 3.8 &8 z.1 49 1.5
Inc¢oma tax payable - + —_— —— 187y (2.6)
Tatal 583 35.2 875 32.1 912 29.8 1068 3z.7 1240 37,7
Long=-Tarm Liabllities 22 - 37 1.2 13 -4 16 2,3 -
Shareholdar Equity 1187 64,0 2026 66,7 2136 69.9 2123 65,0 046 62.3
Total Liabilities & Equity 52732 100.0 Fiois 100.0 53961 100.0 52268 100.0 5JJ8s 100.0

SQURCE: Company financlal statements (unaudited).

BRO003SS



ANGELES CHEMICAL CoO.

Exhibit C

Selected Ratio Analysis
F¥1588-50

FY 4/30: 1990 1989 1888
Liguidity Ratioy
Current ‘ 2.37 2.5% 2.65

{Currsnt Assets divided
by Current Liabilitima)

Quick 1.59 1.5858 1.81
(Cash & Accounts Receivable
divided by Currant Liabilitiea)

Working Capital {5000) 1244 1E11 1509

S5ales/Raceivables 6.66 7.%0 7.73
{(Sales divided by
Accounte Recmivable)

Salas/Working Capital 6.0 6.0 €.3
($ales divided by
Working Capital)

Cost of Goods Sold/Tnventories ' 10.0 9.7 5.1
{Cost of Gooda Sold
divided by Inventories)

Coverage Ratios

EBIT/Intaresat Neg. Neg. Neg.
(Earnings before Interast E Tax
divided by Interest Expencga)

Cash Flow/Maturity LTh Ney. 1.05 2.5
(Nat Income + Depreciation
Expensea divided by Current
Portion of Long-Taerm Dabt)
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Exhiblt ¢ (Cont.)

Leverage Ratjios

Dabt /Worth
(Total Liabilities
divided by Naet Worth)

Long-Tarm Liabilities/Worth
{Liabilitism over one year
divided by Nat Worth)

Querating Ratios

Percent Profit bafore Taxes/
Net Worth
(Pretax Profit divided by
Acgets lmam Liabilitiaea)

Total Asget Turnover
(Salee divided by
Average Total Assets)

Return onh Equity
{Nat Incowe divided by
Avarage Stockholders’ Equity)

Raturn on Amssts
(Net Income divided by
Avarage Stockholders’' Bquity)

Neg. = Negative calculation
Hom. = Nominal

FY 4/30: 1990
o.56

Nom.

Nag.

Neg.

SO0URCE: Company statemsnts and Bramstedt Associates.

1989
D.50

Nom.

Neg.

Neg.

1988

0.43

Nom.

Nowm.

Nom.
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IV. VALUATION

In arriving at a minority interest fair market value determina-
tion for Anchem, Bramstedt Asscociates has considered the relevant
factors set forth in Revenue Ruling %9-60 with regard to the
valuation of closely held companies and in the Department of
Labor’s (DOL) proposzsed requlations on "Adequate Consideration" as
they relate to the valuation of securities for Employee Stock
Ownership Plan purpcses. The following comments represent our
findings with regard to those specific factors outlined in Reve-
mae Ruling 59-60 and the DOL’s proposed regqulations on "Adequate
Consideratjon" as they pertain to the valuation of Anchem. The
following references to Revenue Ruling 59-60 implicitly include
the DOL’s proposed regulations.

Book Value

Revenua Ruling 59-60 states that the appraiser should consider
book value when valuing a closaly held company. Anchem’s stated
book value was $1,786,603 or $33.04 a share as of April 30, 1990.

Normally, bhook value or adjusted book value is net afforded much
weight or consideration in the valuatien ¢of an operating company
such as Anchem. Such type companies are normally valued on
earnings and/or ¢ash flow capacity. Bacause of depressed operat-
ing results, the appraiser chose to use book value as fair market
value for ESOP purposes as of April 30, 1987 and used it as a
valuation reference as of April 30, 19588, 198% and 1990.

Dividend History, Capacity and Probabjljity

Revenue Ruling 59-60 suggests that the appraiser consider divi-
dends and dividend paying capacity in valuing closely held
securities.

The Company has not paid any dividends on its common stock and
has no intention of changing this policy at this time. This
policy is guite appropriate for a small, private company which is
owned by shareholders who neither rely upon nor expect dividend
income,

Normally, earnings reinvested in the growth of a company can
be expected to earn at a greater return than dividend income
invested in other investment opportunities with similar riska
and prospects. Consequently, shareholders will ultimately
benefit from the current policy to reinvest earnings in the
Company’s growth rather than to pay cash dividends.

The capacity to declare and pay cash dividends is a positive

consideration. The dacision not to pay dividends is not a
negative consideration.

-15=
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Conparal Compan =~=Puhl

Revenue Ruling 59-60 suggests that the appralser consider the
market price of stocks of corporations engaged in the same or a
similar line of business having their stock actively traded in a
free and open market or over the counter. Bramstedt Associates
has made an exhaustive search for comparable public companies
which can be deemed to be similar to Anchem. No single company
proved to be a worthy publicly traded comparable. Public compa~
nies are generally much larger and more diverse both geogra-
phically and in business operations.

Univar Corp., a public company, is the largest U.S. chemical
distributor with fiseal 1989 revenues of $1.38 billion. Van
Water & Rogers, a Univar divisien, 1% a direct Anchem competitor.
In fiscal 1990 Univar spent $4.9 million on certain envirormental
alective actions and has reserves of $6.9 million for estimated
remedial and other related costs, Univar’s net income per share
was $1.22 and cash flow (net income plus depreciation) was $2.03
for the fiscal year ended February 28, 19%0. Univar’s current
ratioc as of that date was 1.35:1; daebt to equity was 0.9:1 and
book value was $7.53 per share. Return on sales and equity were
1.6% and 16.3% respectively. As of April 30, 1990, Univar common
was trading at $13~-3/4 or 1.8X book value, 11.3% earnings, 6.8X
cash flow and 18% of revenues.

Normally, Bramstedt Associates would select a capitalization rate
or Price/Earnings ratio by reference to P/E ratios for market
indices such as the Dow Jones Industrials, Standard & Poor’s 400
and Moody’s Chemical Industry composite. Since a capitalization
of earnings methodology is not now being employed, such a refer-
ence is not appropriate. Univar’s market capitalization rates
may be broadly referenced although Univar iz a substantially
larger and much more geographic, customer and product diverse
company.

cash Flow and Farnings Capacity

The prior ESOP valuations by Charles Stark, PC, appear to rely on
conclusions derived from capitalizing five-year average of net
income, aftertax cash flow and pretax available cash flow, among
other methods. Aftertax cash flow is net incoma plus depraecia-
tion. Available cash flow before taxes is pretax income plus
profit share/ESOP contribution plus depreciation. Depreciation
in fiscal 1990 and 1989 was $194,000 and $211,000 respectively.
Anchem’s earnings and cash flow as just defined for fiscal 1990
and 1989 are shown below:

: Cash Flow )
Pariocd Net Incoma Available After Tax
FY1990 {5239, 000} ($31,000) (§ 45,000)
FY1989 (110, 000} 69,000 101,000

Nota: Figures have bssn roundad.
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In earlier valuation studies, three and five year averages of
these profit measures were calculated and capitalized to derive
fair market value. Because of the erosion of the Company’s
earning power, the application of this methodology has not baeen
uzged recently. In fiscal 1990 income and cash flow all were
negative for the first tinme. :

Valuation

Because of insufficient demonstrable earning power and thin cash
flow prospects, Bramstedt Associates and the appraiser once again
must look to the balance sheet for valuation purposesz as in
fiscal 1985 when we employed an adjusted book value approach.

Generally, capitalization of income and cash flow streams is the
appropriate methodeology for determining the equity fair market
value of an operating company such as Anchem. The decision to
utilize adjusted book value is baszed on the factors discussed and
the appraiser’s experience and knowledge in deriving eguity
values of closely held companies.

For the instant valuation, the appraiser believes the stated bock
value of $1,787,000 should be discounted 5% or $89,350 to reflect
the opinion that fixed assets and inventory would be liquidatad
at below hook or carrying value.

Since management has not provided Bramstedt Associates with
specific current estimates of plant and equipment market value,
the appraiser’s 5% discount to an adjusted value of $1,697,650 is
somewhat <Gjudgmental. At the valuation date, Anchem wasz essen—
tially long~-term debt free and working capital was %$1.34 million.

Subtracting working capital of $1.34 million from the adjusted
book value suggests the plant and equipment may be worth in an
orderly ligujdation £353,650 versus a book cost of $465,000.
Part of this figure could represent business goodwill and going
concern value although economic worth of theze elements, which
Bramstedt Associates has not attempted to otherwise guantify, is
shrinking as the Company loses customers and sales.

As of the ESOP plan year which began May 1, 19587, the ESOP
Committee changed its policy or paying terminated plan partici-
pants in a lump sum to paying participants terminated for reasons
other than retirement at age 65 in five annual cash pay-outs
commencing on the first anniversary of termination. Terminated
plan participants sell 20% of their stock in each of five years
at the fair market value applicable for each year. Accordingly,
the above derjived value is discounted for restricted marketabili-
ty by 10% or $169,765 to $1,527,885 or $28.25 a share (rounded)
on 54,065 A and B shareg outstanding. Thig figure is 14% above
Anchem’s working capital at April 30, 1990, which working capital
basically accrues to the eguity holders. ’

The discount has besn reduced from 15% in fiecal 1989 because the
environmental testing and clean-up costs have now been identified

e W B
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as financially manageable and the property acguisition from the

partnership by the Company has been deferred. Thue the Company’s

cash ($341,000 at April 3o, 1990) is avajilable to purchase
through the ESOP terminated participants’ stock under the above
program. The discount more reflects the time value of money in
deferred payment program. -

Valuation Summary
Angeles Chemical Co.
April 30, 1990
BEtated Book Value $1,787,000
Less Liguidation Discount (5%) 89,350
Subtotal 1,657,650
Legs Markaetability Discount (10W%) 169,768
Fuir Markst Value 51,527,885
Par Share on 54,065 Shares 528.2% (R)
E = Rounded
c t Stoc

Revenue Ruling 59-60 suggests that arm’s=-length sales to knowl-
edgeable unrelated third parties in the recent past would be a
basis for valuation.

There have been no such recent transactions.

=-18-
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V. CONCLUSTIONS

Based on our experience and general knowledge in determining the
value of closely held companies and upcen the consideration of all
factors previously discussed, Bramstedt Associates ix of the
opinion that the fair market values of the outstanding common
stock of Angeles Chemical Co. for ES0OT purposes is $1,5%27,885% or
$28.25 per share as of April 20, 1990 on 54,065 Claes A and B
shares outstanding. This valuation iz based on an adjusted book
value approach.

Specific positive factors concerning Anchem were its still solid
and long-term debt free balance sheet; ligquid cash position; an
indication of operational stabilization; and apparent determina-
tion that the Company does not have a material environmental
economic exposure.

Unfavorable factors were eight consecutive years of sales and
profit decline; losses in fiseal 1989 and 1990; negative returns
on capital and equity; thin line management; and the increasingly
hostile operating environment for small chemical processors in
heavily populated urban areas.

It is important to point out that this evaluation is specifically
intended to establish & per-share fair market value for shares to
be issued or sold to the ESOT. This report dees not specifically
addrezs the evaluation of the Company as an entity. The value of
the Company as a whole, with the attendant rights to control the
direction and growth of the Company, to influence or control
compensation and dividends, to change the management, to acquire
other companies and/or business operations, to buy companies or
new product lines, or to sell or merge the Company, may be
greater than the total value implied by this evaluation.

On the other hand, the value of minority interest shares held
outside of an ESOT would probably be less than the value deter-
mined in this report. An ESOT with a "put" option obligating the
Trust to repurchase the shares held by participants provides a
valid market for such stock. Minority interest shares held
outside of the ESOT would by necessity be discounted by more than
10% taken here for their greater inherent lack of marketability.

This valuation is as of April 30, 19%0: and, since it ie bazed
upon recent financial statements, it should be valid for the near
future. However, it is imperative to recognize that the dynamics
of the industries served and general economic conditionsz can
change and invalidate this evaluation., Federal regulations
require that the Company’s common stock be reevaluated at least
annually for ESOT purposes. .

=] G
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ARCHER, BULMAHN & CO.
626 SOUTH LAKE AVENUE
PASADENA, CALIFORNIA 91106

TO THE BOARD OF DIRECTORS
ANGELES CHEMICAL COMPANY, INCORFORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMPANY, INCORPORATED AS OF APRIL 30, 1990 AND THE
RELATED STATEMENTS OF INCOME AND CASH FLOWS FOR THE SIX MONTHS AND
YEAR THEN ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS.

A COMPILATION I5 LIMITED TO PRESENTING IN THE FORM OF
FINANCIAL STATEMENTS INFORMATION THAT IS THE REPRESENTATION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT
EXPRESS AN OPINION OR ANY OTHER FORM OF ASSURANCE ON THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE
COMPANY'S FINANCIAL POSITION, RESULTS OF OPERATIONS, AND CASH
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCH MATTERS.

et Bubmats 40

CERTIFIED PUBLIC ACCOUNTANTS

SEPTEMBER 13, 19%0
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SHEET

UNAUDITED
APRIL 30, 1990
ASSETS
CURRENT ASSETS

PETTY CASH s 2,544,26
CASH IN BANK 315,036.84
CASH IN BANK - PAYROLL (86.47)
CASH IN BANK -BORTZ 12,811.76
CASH IN BANK - WHITTIER CRED 506,67
CASH IN MONEY MARKET 10,311.02
ACCOUNTS RECEIVABLE 1,143,325, 64
ALLOW. FOR DOUBTFUL ACCTS. (11,000,55)

NET ACCOUNTS RECEIVABLE 1,132,325,09
ACCTS. REC. - STALLION \ 61,196.19
ACCTS. REC. - OTHER 27,592, 31
EMPLOYEE ADVANCES 1,555.00 , ou
INVENTORY - CHEMICALS 308,796.40
INVENTORY -PACKAGING 70,805,73 7+
INVENTORY -PKG.-BORTZ 231,281.25 X1
INVENTORY -GASOLINE 6,981.57 /°
PREPAID INCOME TAX 1,000.00
PREPAID INTEREST 10,039.42
PREPAID PROPERTY TAX 2,387.69
PREPAID INSURANCE 108,325.57
PREPAID AUTO INSURANCE 387.50
PREPAID CONSULTANTS FEES 2,240.72
PREPAID PACKAGING 20,904.55

TOTAL CURRENT ASSETS 2,326,923.07

FIXED ASSETS

OFFICE TRAILER 97,811.43
TRUCKS & AUTOS 220,385, 36
TANKS & PLANT EQUIPMENT 802,790.48
FURNITURE & FIXTURES 207,061.21
PLANT 351,755.97
DRUMS 151, 776.06

TOTAL FIXED ASSETS 1,831,580.51

LESS: ACCUMULATED DEPRECIATION

NET FIXED ASSETS

TOTAL ASSETS

(1,366,504.08)

————————— A A e

———————_ — ——
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SHEET
UNAUDITED
APRIL 3G, 1999

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES

NOTES PAYABLE 5 83,509.51
ACCOUNTS PAYABLE 773,104.58
OTHER ACCRUED LIABILITIES 10,304.98
ACCRUED TANK TESTING 3,303.07%
ACCRUED PAYROLL 14,991.85
ACCRUED COMMISSIONS 9,556.28
ACCRUED WORKMANS COMP.INS. 2,606.57
SALES TAX PAYAELE b,222.867
DRUM DEPOSITS . 139,496.05
DRUM DEPQSITS (69,496.05)
EMPLOYEE BENEFIT & WELFARE 620.6]

——— e ——— . o

TOTAL CURRENT LIABILITIES

LONG-TERM LIABILITIES
NOTE PAYAELE

e e ——— e i ————

TOTAL LIABILITIES

e ———— . Pl — ————

STOCKHOLDERS® EQUITY
COMMON STOCK - $.10 PAR VALUE,
1,000,000 SHS. AUTHORIZED,
54,065 SHS. ISSUED & OUTSTANDING
PAID IN CAPITAL
RETAINED EARNINGS - BEGINNING § 1,914,790.89
NET INCOME OR (LOSS) (239,318.25!

——— P ——

RETAINED EARNINGS

5,406.
105,723,

50
80

TOTAL STOCKHOLDERS' EQUITY

A ke e o Al ks

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $§ 2,791,999.50

=3 1 5 5 5 1 35
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ANGELES CHEMICAL COMPANY, INCORPORATED

STATEMENT OF INCOME

—— T —— . -y

P ———

UNAUDITED
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990
/50
- /
CURRENT YEAR
PERIOD % TO _DATE %
SALES $3,795,983.40 100.00 $8,138,980.02 100.00
COST OF SALES 2,890,755.79 76.15 6,199,546.87 76.17
GROSS PROFIT 905,227.61 23.85 1,939,433.15 23.83
OPERATING EXPENSES
ADMINISTRATIVE SALARIES 53,165.48 1.40 176,170.00 2.16
OFFICE WAGES 23,838,493 0.63 71,933.77 0.88
SALES WAGES 41, 395.54 1.049 88,597.86 1.09
DIRECT WAGES 157,5492.893 4.15 303,799,686 3.173
INDIRECT WAGES 11,973.75 0.32 26,013.75 0.32
FAYROLL TAXES 26,579.13 0.70 52,671.10 0.65
WORKMANS COMP. INSURANCE 13,710.60 0.36 29,103.39 0.36
GROUFP INSURANCE 45,327.38 1.19 B83,542.44 1.03
OUTSIDE LABOR 21,978.44 0.58 51,040.55 0.76
ADVERTISING 5,692.95 0.15 10,864.09 0.13
AUTO & TRAVEL 26,673.07 0.70 £53,303.99 0.65
BAD DEBTS 0.00 0.00 26.35 0.00
COMPUTER EXPENSE 5,958,85 0.16 10,894.09 0.13
DIRECTORS FEES 4,500.00 0.12 §,000.00 0.11
DONATIONS 139.50 0.00 139.50 0.00
DRUM MAINTENANCE 64,871.95 1.71 120,561.65 1.48
DUES & SUBSCRIPTIONS 2,647.54 0.07 5,558.51 0.07
EMPLOYEE WELFARE 4,225,858 0.11 8,092.86 0.10
EQUIPMENT RENTAL 449,24 0.01 1,007.80 0.01
FREIGHT~IN 34,950.89 0.92 74,074.,42 0.91
FREIGHT OUT 34,162,211 G.90 78,002.32 0.96
CASUALTY INSURANCE 45,524.00 1.20 22,590.61 1.14
LAB EXPENSE 3,207.20 0.08 5,323.39 0.07
OFFICE SUPPLIES 11,599.99 0.31 16,068.04 0.20
PRINTING PREP. EXPENSE 485.25 0.01 4,971.91 0.06
PLANT EXPENSE 24,217.10 0.64 46,599.52 0.57
POSTAGE 2,852.63 0.08 - 6,109.59 G.08
PROFESSIONAL SERVICES 35,918.68 0.95 52,905,890 0.65
PROFIT SHARING EXPENSE 7,425,313 ¢.20 13,906.83 0.17
RENT 66,900.00 1.76 132,900,00 1.82
REPAIRSE & MAINTENANCE 16,539.24 .44 29,504,987 0.36
S5ALES PROM. TRAVEL 4,389.50 0.12 12,427.05 0.15
BUSINESS PROMOTION 12,313.17 0.32 17,496.21 0.21
TANK TESTING EXPENSE 9,425.00 0.25 18,725.00 0.23
TAXES & LICENSES 9,318.83 0.25 17,871.01 0.22
TELEPHONE 9,659.66 0.25 20,367.47 .25
TRUCK EXPENSE 67,629.69 1.78 129,418.867 1.569
UNIFORM EXPENSE 174.31 0.00 893.58 0.01
UTILITIES 8,299.71 0.22 17,085.78 0.21
COMMISSIONS -BORTZ 42,827.44 1.13 52,597.20 1.14
DEPRECIATION 99,934.89 2.63 194,583.89 2,39
TOTAL OPERATING EXPENSES $1,058,480.18 27.88 $2,187,254.72 26.87

S —— A ———— ol P b
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME
UNAUDITED :
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990

CURRENT YEAR
PERIOD % T0O DATE %

OPERATING INCOME (LOSS) $ (153,252.57) (4.04) 5 (247,821.57) (3.04)
OTHER INCOME OR (EXPENSE)

DISCOUNTS EARNED 316.52 0.01 1,614.01 0.02

DEMURRAGE 51.25 0.00 1,202.50 0.01

INTEREST INCOME 8,803.32 0.23 14,536.36 0.18

SALARY REIMBURSEMENT 321.75 ¢.01 1,141.53 ¢.01

MISCELLANEQUS INCOME 0.00 0.00 879.62 .01

PAILS 572.88 0.02 1,436.54 0.02

SALE QF ASBSETS 100.00 0.00 0.00 0.00

TERMINALING CHARGES 19,441.45 0.51 35,718.289 0.44

INTEREST EXFENSE. {5,680.95) {0.15) (9,113.17) (0.11)

CONSULTANT EXPENSE (9:583.34) {0.25) (38,333.36) (0.47)
TOTAL OTHER INCOME (EXPENSE) 14,342.88 0.38 9,103.32 0.11
INCOME OR (LOSS)

BEFORE INCOME TAXES (138,909.69) (3.66) {238,718.25) (2.93)
CREDIT (PROVISION)

FOR INCOME TAXES 0.00 0.00 (600.00) (0.01)
NET INCOME {LO0SS3) £ (138,909.869) {3.66) § (239,318.25) (2.94)

B e SEw==Zz= SESSSSRLRIZI=S==S SR XXEs=
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ANGELES CHEMICAL COMPANY,
STATEMENT OF INCOME DETAIL
UNAUBITED

INCORPORATED

FOR THE TWELVE MONTHS ENDED APRIL 30, 1990

SOLVENTS -SALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

PACKAGING -SALES
RETURNS & ALLOWANCES

TOTAL SALES
COST OF SALES

GROSS PROFIT

BORTZ -SALES
RETURNS & ALLOWANCES
SALES DISCOUNTS

TOTAL SALES
COST OF SALES

GROSE PROFIT

TOTAL GROSS PROFIT

CURRENT
PERIOD

YEAR
TQ DATE %

$2,213,567.30

(2,972.44)
2,210,594.86
1,830,463.22

T ———— A — ——

A ———— i o ——

266,869.10
(468.30)

266,400.80

200,563.82

A ———

1,327,140,10
(7,050.24)
{1,102.12)
1,318,987.74
861,862.69

=S=====ssz=ism

$4,909,121.86 100.07
{3,335.88) 1(0.07)

A AP e e Py k-

4,905,786.00 100.00
3,995,854.90 81.45

—— . B kb A A b -

T —— . - ———

561,849.17 100.%97

{(5,397.64) (0.97)
556,451.53 100,00
429,608.42 77.21

o P sk b

—— W A k-

2,690,474,06 100.51
{7,575.85) (0.28}
(6,155,72) (0.23)

ek e W W B

2,676,742.49 100.00
1,774,082.565 66.28

S WP i —————— N AR
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ANGELES CHEMICAL COMPANY,

UNAUDITED

INCORPORATED
STATEMENT OF CASH FLOWS

FOR THE TWELVE MONTHS ENDED APRIL 30, 1990

CASH FLOWS FROM OPERATING ACTIVITIES:
NET INCOME {LOSS)

ADJUSTMENTS TO RECONCILE NET INCOME
{LOSS) TO NET CASH FLOWS FROM
OPERATING ACTIVITIES:

DEPRECIATION
CHANGE IN ASSETS AND LIAEILITIES
ACCOUNTS RECEIVABLE
INVENTCRY
PREPAID EXPENSES
DEPOSITS
ACCOUNTS PAYABLE
ACCRUED EXPENSES
CUSTOMER DEPOSITS
INCOME TAXES PAYABLE

TOTAL ADJUSTMENTS
NET CASH PROVIDED (USED)
BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:
LOANS ADVANCED
COLLECTION OF LOAN ADVANCES
CAPITAL EXPENDITURES
NET CASH PROVIDED (USED)
BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:

PROCEEDS FROM LOANS
PRINCIPAL PAYMENTS ON LOANS

NET CASH PROVIDED {(USED)
BY FINANCING ACTIVITIES

NET INCREASE (DECREASE) IN CASH

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

CURRENT YEAR
PERIOD TO DATE
$ (138,909.69) (239,318,25)
99,934.89 194,593.89
(253,395.99) (45,422.94)
86,7)7.45 (8,767.858)
{29,268.40) 90,378.20
17,262.95 15,872.45
215,712.46 67,794.84
{38,640.59) {790.16)
3,181.55 20,146.05
0.00 (300.00)
101,504.32 332,504.48
(37,405.37) 94,186.23
(81,745.97) {169,638.10)
63,509.14 136,148.59
735.48 {56,189.13)
(17,501.35) {85,678.64)
122,805.07 122,805.07
{65,410.52) {157.263.44)
57,394.55 (34,458.37)
2.,487.83 (29,950.78]
338,636.25 371,074.86
] 341,124.08 341,124.08
T I===SR==z== ESEES=SSETSEXE
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BRAMSTEDT ASSOCIATES

FINANCIALCONSULTING « BUSINESS VALLUATIONS

Qualifications of
Bramastedt & Associates, Inao.

Exrlc M. Bramstedt, CFA, has over 27 years experience in the field
of financial analysis, equity gvaluations, securities analysis and
investment banking. He has prepared well over 250 business
valuations on closely held companies for merger and acquisition,
gift and estate taxes, Employee Stock Ownership Plans (ESOPs),
incentive stock option plans and others. These valuatjions have
covered a broad industry scope of closely held and public companies
including several Fortune 1000 listings. Mr. Bramstedt possesses
in-depth knowledge of ESOP functions and valuation through ten years
of extensive experience with three leading ESOP design and valuation
firms--Menke & Associates, Kelso & Co. and Houlihan, Lokey, Howard
& Zukin.

Mr. Bramstedt 1s an industry specialist in trangportatioen,
particularly trucking. As such, he has investigated the operations
and appraised the business values of several hundred motor carriers,
many of which are located in California, Clients have included
major domestic and international transportation companies for
acquigition and investment banking and other applications.
Mr. Bramstedt is Director of the PCTB Consulting Group, a division
of the Pacific Coast Tariff Bureau of San Franciseco. As such, he
is editor of CAL-TIPS, an annual operating and financial study of
the California less-than-~trucklcad business,

Mr. Bramstedt is a Chartered Financial Analyst (CFA) and a member
of the Association for Investment Management and Research, the
Transportation Research Forum, the Valuation Roundtable of San
Francisco, the National Accounting and Finance Council (ATA) and an
assocjiate member of the California Trucking Association. He holds
a Bachelor’s Degree in Economics from Stanford University. He has
written articles for industry periodicals relating to transportation
valuation and financing and has appeared as an expert witness before
the Califernia Publiec Utilities Commission,

1914 MAR WEST » TIBURON =« CALIFORNIA 94920
(415)435-9438
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="~ ANGELES CHEMICAL GOMPANY, INCORPORATED —_
S STATEMENT OF INCOME

UNAUDITED
FOR THE TWELVE MONTHS ENDED APRIL 30, 1990
‘ K
A1989 /%90
CURRENT ~ XEAR
. PERTOD. . _ % FO—PATE. X
{ saLEs . $8,138,980.02 100.00
COST OF SALES : 6,199,646.87 76.17
GROSS PROFIT - - . . 1,939,433.15 23,
| oPERATING EXPENSES | -
] ADMINISTRATIVE SALARIES --~ /24408007 / ﬁ'rs 170, ooh"‘ \
OFFICE WAGES — e 78, 2t 8 5 >l o .88
SALES WAGES R A L 5. ar.8

DIRECT WAGES .. __ 249 ?'7/ 3.
INDIRECT WAGES —_ ..

PAYROLL TAXES . - w. .| v9, 5§57 .
WORKMANS COMP. INSURANCE \. - ;.ssg, 62 TTvr =~ ~-29,103. 39-—‘a 0.36
GROUP INSURANCE —~ - — =~ — 55 550 oo« -~ T 83,542,441 1,03
OUTSIDE LABOR & — - < . _ L, G - e e "““"@L’/@V 0.75
ADVERTISING . ;864709 0.13
OUTO & TRAVEL ~ — - — v v v 43380« v o g3'a0a"og T~ 0.65
BAD DEBTS 26.35 0.00
COMPUTER EXPENSE : | . 10,8%4.09 0.13
DIRECTORS FEES - - ; -~ w. . P ooe - ~ -~ | o o 9,000.00 0,11
DONATIONS P \ 139.50 0.00
DRUM MAINTENANCE . . .~ - . /358 (a6 -- . u-~ 120,561.65 \L-1.48
DUES & SUBSCRIPTIONS ' ' 5,558.51 0.07
EMPLOYEE WELFARE ' _ 8,092.88 0,10
EQUIPMENT RENTAL ' 1,007.80 0.01
PREIGHT-IN = — = » = --wr 72, 478 —mveen o . 74,074.42 W g, 9
FREIGHT OUT -~ . . . .« - 295, TPE w mm 78,002,.32 40,96
CASUALTY INSURANCE ~ ~ =~ ~ 99 «2¢/ -~ =~-. 92,980.61 o 1.14
LAB EXPENSE . - - « . _, - 5,323.39 0.07
OFFICE SUPPLIES - C . 16,088.04 0,20
PRINTING PREP. EXPENSE. . - - 0.06
PLANT EXPENSE ~ — - . ~ =~ 2S5 359, — o, - - T 0.57
POSTAGE 0.08
.PROFESSTIONAL SERVICES. . . . . B TS - e n 65
PROFIT SHARING EXPENSE ' 17
RENT o m = /32,606 e *“133.900 uu—:e.l 63
REPAIRS & MAINTENANCE 29,504.97 0.36
SALES PROM. TRAVEL  12,427.05 0.15
BUSINESS PROMOTION . 17,496.2 0,21
TANK TESTING EXPENSE e = e CR TN R AT T
TAXES & LICENSES 17,971,601 0.22
TELEPHONE | 20,367.47 0,25
TRUCK EXPENSE .« - . _ = iya,g~ — - .-~ 129,418.67 771,59
UNIFORM EXPENSE . 893.58 9.0l
UTILITIES ' 17,085.78 _ 0.21
COMMISSIONS -BORTZ ~ = w - 3 /s v e oo auw 92,597,20——>1.14
. DEPRECTATION , 194,593.89  2.39
- TOTAL OPERATING EXPENSES . $2,187,254,72 26.87
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BRAMSTEDT ASSOCIATES

FINAKCIAL CONSULTING - BRSINFRAVALIFATIONG

October 15, 1550

PERSONAL AND CONFIDENTIAL

Mr. John Locke

Angeles Chemizal Co.

¥.0. Box 2163

Santa Fe Springs, California 90670
Dear John:

Enclesed are three copies of the Anchem ESOP valuation study for
April 30, 1%90 and our invoice for $2,750.

Sincerely yours,
Eric M. Bramstedti

EMB:evw
enclosures

1914 MAR WEST « TIBURON « CALIFORNIA 94920
(d15]433-9434

BR0C0374



REPORT OQF
ANGELES CHEMICAL COMPANY, INCORPORATED
APRIL 30, 14990
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ARCHER. BULMAMN & CoO.

CEMTIFMED FUUBLIC ACCOUNTANTE
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ARCHER, BULMAHEN & €0O.
626 SOUTH LAKE AVENUE
PASADENA, CALIFORNIA 91106

TO THE BOARD OF DIRECTORS
ANGELES CHEMICAL COMPANY, INCORPORATED

WE HAVE COMPILED THE ACCOMPANYING BALANCE SHEET OF ANGELES
CHEMICAL COMPANY, INCORPORATED AS OF APRIL a0, 1990 AND THE
RELATED STATEMENTS OF INCOME AND CASK FLOWS FOR THE 81X MONTHS AND
YEAR THEN ENDED, IN ACCORDANCE WITH STANDARDS ESTABLISHED BY THE
AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS,

A COMPILATION IS LIMITED TO PRESENTING IN TRE FCRM OF
FINANCIAL STATEMENTS INFORMATION THAT S THE REPRESENTATION OF
MANAGEMENT. WE HAVE NOT AUDITED OR PERFORMED A REVIEW SERVICE ON
THE ACCOMPANYING FINANCIAL STATEMENTS, AND ACCORDINGLY, DO NOT
EXPRESS AN OPINTION OR ANY OTHER FORM OF ASSURANCE ON THEM.

MANAGEMENT HAS ELECTED TO OMIT SUBSTANTIALLY ALL OF THE
DISCLOSURES REQUIRED BY GENERALLY ACCEPTED ACCOUNTING PRINCIPLES.
IF THE OMITTED DISCLOSURES WERE INCLUDED IN THE FINANCIAL
STATEMENTS, THEY MIGHT INFLUENCE THE USER'S CONCLUSIONS ABOUT THE
COMPANY’S FINANCIAL POSITLON, RESULTS OF OPERATIONS, AND CASH
FLOWS. ACCORDINGLY, THESE FINANCIAL STATEMENTS ARE NOT DESIGNED
FOR THOSE WHO ARE NOT INFORMED ABOUT SUCK MATTERS.

Ciretor, Bumadis + 6.

CERTIFIED PUBLIC ACCOUNTANTS

SEPTEMBER 13, 1980
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ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE. SHEET
UNAUDITED
APRIL 30, 1990

ASSETS

CURRENT ASSETS

PETTY CASH 3 2,544.28
CASH IN BANK 315,036.84
CASH IN BANK - PAYROLL |86.47}
CASH IN BANK -BORTZ 12,811.76

CASH TN BANK - WHITTIER CRED 306,67
CASH IN MGNEY MARKET . 10,3%11.02
ACCOUNTS RECEIVABLE

ALLGW, FOR DOUBTFUL ACCTS.

1,143,325.64
(11,000.55}

——— e i e —————

NET ACCOUNTS RECEIVABLE 1,132,325.09

ACCTS. REC. - STALLION 61,196.1%9
ACCTS. REC. ~ OTHER 27,582.31
EMPLOYEE ADVANCES 1,555.00
INVENTORY - CHEMICALS J08,TI6.40
INVENTORY -PACKAGING 70,805.73
INVENTORY ~PKG.-BORTZ 231,281.26
INVENTORY -GASOLINE 5,981.57
PREPAID INCOME TAX 1,000.00
PREPAID INTEREST 10,039.42
PREPAID PROPERTY TAX Z,367.8%
PREPAID INSURANCE 108,325.567

PREPAID AUTO INSURANCE 487,50
PREPAID CONSULTANTS FEES 2,240.72
PREPAID PACKAGING 20,%04.55

L L L A —

TOTAL CURRENT ASSETS 2,325,923.07

FIX¥ED ASSETS

OFFICE TRAILER $7,811.43
TRUCKE & AUTOS 22Q,385.36
TANKS & PLANT EQUIPMENT 802,7490.48
FPUENITURE & FIXTURES 207,0861.21
PLANT 351,785.97
DRUME 15%,%76.086

——— i —— o v

TOTAL FIXED ASSETS 1,831,580,8)

LESS: ACCUMULATED DEPRECIATION 1(1,368,504,08)

et ol b Lo LT T Tye——

NET FIXED ASSETS

——— i ek s —— .

TOTAL ASSETS $ 2,791,999%.50

SER ACCOUNTANTS® COMPILATION REPORT
BR000377



ANGELES CHEMICAL CCMPANY, INCORPORATED
BALANCE BHEET
UNAUDITED
APRIL 30, 1990

LTABRILITIES AND STOCKHOLDERS' EQUITY
CURRENT LIABTILITIES

NOTES PAYABLE 3 83,500,51

ACCOUNTS PAYABLE T73,104.58

OTHER ACCRUED LIABILITIES 10,304.98

ACCRUED TANE TESTING 3,303.07

ACCRUED PAYROLL. 14,94%1.85

ACCRUED COMMISSIONS §,666.28

ACCRUED WORKMANS COMP.INS. 2,606.57

SALES TAX PAYABLE 65,222.867

DRUM DEFPOSITS 135,496,056

DRUM DEPOSITS {(59,496.05)

EMPLOYEE PBENEFIT & WELFARE 620,61
TOTAL CURRENT LIABILITIES _— 983,220.12

LONG-TERM LIABILITIES

NOTE PAYABLE 22,176,.44

TOTAL LIABILITIES 1,005,396.56

—— o " - T ke

STOCEKEROLDERS® EQUITY
COMMON STOCK - $.10 PAR VALUE,
1,000,000 SHS, AUTHCRIZED,

54,06% SHS. ISSUED & OUTSTANDING 5,405,50
PATD IN CAPITAL 105,723.80
RETAINED EARNINGS - BEGINNING § 1,914,720.89
NET INCOME OR (LOSS) {239,318.25)

RETAINED EARNINGS 1,675,472.64

TOTAL STOCKHOLDERS' EQUITY _ 1,786,502.94

—— — e

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY £ 2,791,999.50

SEE ACCOUNTANTS® COMPILATION REPORT
BRO00378



ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME
UNAUDITED

FOR THE TWELVE MONTHS ENDED APRIL 30, 19%0

CURHRENT YEAR
— PERIOD X TO DATE
SALES $3,795,983.40  100.00 $8,138,980.02

COST OF SALES Z2,890,755.79

76.15

GROSS PROFIT

A T ———

OPERATING EXPERSES

ADMINISTRATIVE SALARIES 53,159,908 1.40
OFFICE WAGES 23,828,93 0.63
SALEE WAGES 41,395.54 1.09
DIRECT WAGES 157,592.93 4.15
INDIRECT WAGES 11,873.76 0.32
PAYROLL TAXES 26,579.13 0.70
WORKMANS COMP. INSURANGE 13,710.60 0.36
GROUP INSURANCE 45,327.38 1,19
OUTSIDE LABOR 21,978.44 0.58
ADVERTISING 5,692,.95 0.15
AUTO & TRAVEL 26,673.07 0.70
BAD DEBTS 0.00 0.00
COMPUTER EXPENSE 5,958.85 0.16
DIRECTORS FEES 4,500.00 0.12
DONATIONS 139,50 .00
DRUM MAINTENANCE B4,871.95 1.71
DUES & SUBSCRIPTIONS 2,647.54 0.907
EMPLOYEE WELFARE 4,225.68 0.11
EQUIPMENT RENTAL 449. 24 0.01
FREIGHT-IN 34,950,89 0.92
FREIGHT OUT 34,162.21 0.90
CASUALTY INSURANCE 45,524,00 1.20
LAB EXPENSE 2,207.20 0.08
OFFICE SUPPLIES 11,599,99 0,31
PRINTING PREP. EXPENSE 485,25 0.0%
PLANT EXPENSE 24,217.10 0.64
POSTAGE 2,852.63 0.08
PROFESSIONAL SERVICES 35,918.68 0.85
PROFIT SHARING EXPENSE 7,425.33 0.20
RENT 66,900,00 1.%6
REPAIRS & MAINTENANCE 16,539.24 0.44
SALES PROM. TRAVEL 4,389.50 0.12
BUSINESS PROMOTION 12,313.17 0.32
TANK TESTING EXPENSE 9,425,00 0.25
TAXES & LICENSES 9,318.83 0.25
TELEPHONE 2,659,686 0.25
TRUCK EXPENSE §7,629.63 1.78
UNIFORM EXPENSE 174,31 ¢.00
UTILITIES 8,295.71 0.22
COMMISSIONS -BORTZ 42,827.44 1.13
DEPRECTATION 99,934,89 2.63
TOTAL OPERATING EXPENSES $1,058,480.18 27.88

R ey ——— i —— - N ——

SEE ACCOUNTANTS' COMPILATION REPORT

G,199,546.87

Al s ——— . T A s e ——— i —

176,170.00Q
71,933.77
8&,597.886

" 303,799.66

26,013.75
52,671.10
28,103, 39
83,542.44
§1,040.55
10,864.09
53,303.99
26,35
10,894,089
8,000, 00
139.50
120,561.65
5,558.51
B,092.86
1,007.80
74,074.42
78,002,32
92,990, 61
5,323.39
16,068.84
4,971.81
46,599.52
£,109.59
52,905.90
13,906.83
132,900.00
29,504.97
12,427.05
17,496,212
18,725.00
17,971.01
20,367.47
129,418,687
* 893.58
17,085,78
92,597.20
194,593.89

x

——— A ke e —— R

el R T L T L

BRO0O379



ANGELES CHEMICAL COMPANY, INCORFORATED
STATEMENT OF INCOME
UNAUDITED
FOR THE TWELVE MONTHS ENDED APRIL 30, 199¢

CURRENT YEAR
PERIOD x —TODATE " % _
OPERATING INCOME {LOSS) " § (153,252.57) {4.04) $ (247,821.57) (3.04)
GTHER INCOME OR (EXPENSE) .
DISCOUNTS EARNED 316,52 D.01 1,614.01 0.02
DEMURRAGE 51.25 0.00 1,202.50 0.01
INTEREST INCOME 8,803,532 0.23 14,556,438 0.18
SALARY REIMBURSEMENT 321.75 0.01 1,141,523 0.01
MISCELLANEOUS INCOME 0.00 0,00 879.62 0.01
PAILS 572.88 0.02 1,436.54 0.02
SALE OF ASSETS 100,00 ¢.00 0.00 0.00
TERMINALING CHARGES 19,441.45 0.51 35,719,229 C.44
INTEREST EXPENSE. {5,680.,95) {0.15) {9,113.17} 1(0.11}
CONSULTANT EXPENSE {9,583.34}  {0.25) {38,333.36) {0.47)
TOTAL OTHER INCOME (EXDPENSE). 14,342,88 0.38 9,103.32 g.11
INCOME OR (LOSS)
BEFORE INCOME TAXES (138,909.69) (3.66) {238,718,25) (2.93)
CREDIT (PROVISION}
FOR INCOME TAXES 0.00 0.00 (600.00) (0.01}
NET INCOME (LOSS} $ (138,909.69) (3.88) % (239,31B8.25) (2.94)
234+ 3 1 & 1551 3 Ed===== =1+ - F -1 A ¥ ¥ ¥ 1

SEE ACCOUNTANTS' COMPILATION REPORT
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ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME DETAIL

UNAUDITED

FOR THE TWELVE MONTHS ENDED APRIL 30, 1990

SOLVENTS ~-SALES
RETURNE & ALLOWANCES

TOTAL SALES
COST OF SALES

GROS3 PROFIT

PACKAGING -SALES )
RETURNS & ALLOWANCES

TOTAL SALES
COET OF SBALES

GROSS PROFIT

BORTZ -SALES
RETURNS & ALLOWANCES
SALES DISCQUNTS

TOTAL SALES
COST OF SALES

GROSS PROFIT

TOTAL GROSS PROFIT

SEE ACCOUNTANTS' COMPILATION REPORT

CURRENT
PERIOD %
$2,213,567.30 1o0.12
(2,972.44) £0.13)
2,210,594.86 100.00

1,830,483,22 82.80

—————— o w—— ——

380,131.64 17.20

e S B —————— ——— ————

266,869.10 100.18
(468.30} (0.18)
266,400,280 100.00
206,563 .82 75.29
65,8356.98 e4.71
1,327,140,10 100.62
(7,060.24) (0.53)
{1,:102.12}) (C.08)
1,318,987.74 100.00
861,862.65 65,34

o —— i ———— ——— A R e —

—— . i S5y e —— —— i ———

$ 905,227.61

SFENTERBIITT==

23.85

E3— 1 1

YEAR
—TO0 DATE X
$4,909,121.86 100.07
(3,335.86) (0.07)
4,905,786.00 100.Q0
3,595,854.50 81.45
809,931.10 18.55
561,849.17 100,937
15,397.64) {0.97)
556,451.53 100.00
429,609, 42 77.21
126,842.11 22.79
2,690,£474.06 100.51
(7,575.85) {0.28}
{6,156.72) 10.23)

v —— . N PR e e ——

2,876,742.49 - 100.00

1,774,082.55 66.28
802,659.94 33.72
$1,93%,433.15 23.83
SEREESEESSTEEE =SSZSSTEX

BRC00381



ANGELEE CHEMICAL COMPANY,

STATEMENT OF CASH FLOWS

UNAUDITED

FOR THE TWELVE MONTHS ENDED APRIL 30,

CASH FLOWS FROM OPERATING ACTIVITIES:
NET INCOME {LOSS}

ADJUSTMENTS TO RECONCILE NET INCOME
{LOSS) TO NET CASH FLOWS FROM
OPERATING ACTIVITIES:

DEPRECIATION
CHANGE IN ASSETS AND LIABILITIES
ACCOUNTS RECEIVABLE
INVENTORY
PREPAID EXPENSES
DEPOSITS
ACCOUNTS PAYABLE
ACCRUED EXPENSES
CUSTOMER DEPOSITS
. INCOME TAXES PAYABLE

TOTAL ADJUSTMENTS
NET CASH PROVIDED (USED}
BY OPERATING ACTIVITIES
CASH FLOWS FROM INVESTING ACTIVITIES:
LOANS ADVANCED
COLLECTION OF LOAN ADVANCES
CAPITAL EXPENDITURES
NET CASH PROVIDED (USED)
BY INVESTING ACTIVITIES
CASH FLOWS FROM FINANCING ACTIVITIES:

PROCEEDS FROM LOANS
PRINCIPAL PAYMENTS ON LOANS

NET CASH PROVIDED (i/SED)
BY FINANCING ACTIVITIES

NET INCREASE {DECREASE} IN CASH

CASH AT BEGINNING OF PERIOD

CASH AT END OF PERIOD

SEE ACCOUNTANTS®

INCORFORATED
1990
CURRENT YEAR
PERIOD TO DATE

$ (138,909.569}

i e v ——— T ———

959,934.89

(253,395.99}
86,717.45

(29,268.40)
17,262.%5
215,712.48

{38,640.59)
3,181.55
0.00

—— — W A b

——— A A AR e -

{81,745.97)
63,.509.14
736,48

P —————— T ————

R VA bl Bl e T el e e ol

122,805,07
{65,410.52)

e o vk ———— —

2,487,83

338,636.25

B . o o

3 341,124,008

SRS SERSERFEAE===E

COMPILATION REPORT

§ (2239,318.25)

S v ————————

184,5693.89

(45,422,94)
(8,767.85)
890,378.20
15,872.45
67,794.84

(790.16)
20,146.05
(300.00Q)

—— —— —

—— i ——— - ——

(169,638.10)
135,148.59
(56,189.13)

—— - T ——

(89,678.64)

— L el v, ki Al bl e e

122,805.07
{(157,263.44)

(24,458.37)

(28,950.78)

371,074.86

—— . o — g —

$ 341,124.08

BR0O00382
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Vaituation Sumrg
Angeles Che ical ¢o., Ine, - .
April 30, 199 7
AL 287 680 geased Book Value '

?ﬁ?ﬁa Less Liquidation Discount (5%)
‘?/ S o €50 Subtotal

. Crads,
fd.?_,ly-‘-fhu Mirketability Discount Jﬁf&)

4 s F4S Fair uarket vaiue

$rédsags
#zﬂﬁfd Per Share on 54,065 Shares

R = Rounded

Recent Stock Sale ang Valuation )

Revenue Ruling S9-60 suggeatns th

2t arm’s-length saleg to
knowledgeable unrelated third partj

MaLLivapamea, -~ emn

€3 in the recent past woyld be
a basis for valuation, .
There have been no Buch recent transactions,
I — e
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From Hngeles Chomical
(P83 Plen Amandonaar

he should have returned to work, multiplied by the
percentage of vested interest determined under
Section 5.01 as of such date.

5.03 - Payment of Benefits

{a) Payment of Participant's or Inactive Partic—
ipant's distributable benefit may he made in
cash or shares of Company Stock, as selected by
the Committee; provided, however, that each
such Participant and Inactive Participant shall
have the right, in his sole discretion, to
demand that such distributable benefit be
distributed entirely in whole shares of Company
Stock with the value of any fractional shares
to be paid in cash.- :

{b) In the event that Company Stock acquired with
: the proceeds cof an Exempt Lozn which are
available for distribution consists of mora
than one class, then distribution of such
Company Stock, if made, must consist of
substantially the same proportion of each such
clags of Company Stock. .

e

{c} If the Committee determines that a person
entitled to any distribution is physically
unable or mentally incompetent to handle such
distribution, it may direct the Trustee to

apply such distribution for such person's
benefit.

{d} The Trustee shall make distribution from the
Trust only on instructions from the Committee.

5.04 = Method of Payment

(#) The manner of paying a Participant’s, which for
purposes ©of this Section shall include an
Inactive Participant, distributable benefit
shall be selected by the Committee from among
the follewing forms, after conesultation with
the Participant or in the event of his death,
with his beneficiary.

. P L - -,
[ J e ' LY I T
S SR R S AT - 50

"W

{1} A lump sum;

{2) 1In substantially egqual annual, -guarterly
or monthly installments together with
dividends or other income mither paid or
accrued thereon and any gains or losges,
realized or unrealized, attributable
thereto. The payments may be based on a
fixed number of payments or on a fixed
percentage of the Partjicipant's Account.

24
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ANGELES CHENICAL conr
OMPANY, 1IN
BALANCE SHpgy —  CRATED
WAUDITED
APRIL 30 1990

ASSETS
CURRENT ASSETS
PETTY CASH $ 2,544.286
CASH IN BANEK 316,036.84
CASH IN BANX -~ PAYROLL {86.47)
CASH IN BANK -BORTZ - 12,811.76
CASH IN BANK - WHITTIER CRED 606.57
CASH IN MONEY MARKET - a : .10,311.02
ACCOUNTS RECEIVABLE 1,143,325.64 /
ALLOW. FOR DOUBTFUL ACCTS, (11,000,585} ' 55
L e
NET ACCOUNTS RECEIVABLE ' 1,132,326.09
ACCTS. REC. - STALLION 61,196.19
ACCTS. REC. - OTHER ' 27,592.31
EMPLOYEE ADVANCES 1,555,00 .
INVENTORY - CHEMICALS . 308,796.40 o5 #7135
INVENTORY -PACKAGING ' 70,803 ,73— /» £ os2~
INVENTORY -PKG.-BORTZ . : 231,281,253 04, 055
INVENTORY —~GASOLINE 6,981.57
PREPAID INCOME TAX 1,000.040
PREPAED INTEREST : 10,039.42
PREFAID PROPERTY TAX 2,367.69
PREPAID INSURANCE _ © 108,325.57
PREPAID AUTC INSURANCE : 387.50
PREPAID CONSULTANTS FEES ' . 2,240.72
PREFAID PACKAGING 20,904.55
TOTAL CURRENT ASSETS . 2,326,923.07 .
FIXED ASSETS
OFFICE TRAILER 97,811.43
TRUCKS & AUTOS 220,385.38
TANRKS & PLANT EQUIPMENT 802,790.48
FURNITURE & FIXTURES 207,061.21
PLANT 353,755,597
DRUMS 151,775.08
TOTAL FIXED ASSETS 1,831,580.5]1
LESS: ACCUMULATED DEPRECIATION (1,368,504.08)
'‘NET FIXED ASBETS ' 465,078.43
TOTAL ASSETS $ 2,791,999,50
. b EEIESSoQrauasn

SEE ACCOUNTANTS' COMPILATION REPORT - I
BR0O0C3E6



ANGELES CHEMICAL COMPANY, INCORPORATED
BALANCE SHEET
UNAUDITED
APRIL 30, 1990

LYABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIE

NOTES PAYAPBLE $ 83,509.51

ACCOUNTS PAYABLE # 773,104.58

OTHER ACCRUED LIABILITIES 10,304 .98

ACCRUED TANK TESTING i  3,303.07

ACCRUED PAYROLL 14,991.85

.ACCRUED COMMISSIONS 8,556.28

ACCRUED WORKMANS CONMP,INS. 2,608.67

SALES TAX PAYABLY 5,222.87

DRUM DEPOSITS s+ : 139,496.08

DRUM DEPOSITS -« - {69,496.05}

EMPL,OYEE BENEFIT & WELFARE 620.61
TOTAL CURRENT LIABILITIES . . 983,220.12

LONG-TERM LIABILITIES :

NOTE PAYABLE 22,176.44

TOTAL LIAPILITIES 1,005,398.66

STOCKROLDERS’ EQUITY
COMMON STOCK - $.10 PAR vHLUE,
1,000,000 SHS. AUTHORIZED,

54,065 SHS, ISSUED & OUTSTANDING : 5,406.50
PAID IN CAPITAL 105,723,80
RETAINED EARNINGS - BEGINNING § 1,914,790.89
NET INCOME OR {LOSS) (239,318. 25)

* RETAINED EARNINGS 1,675,472.684

TOTAL STOCEHOLDERS' EQUITY . 1,786,602.94

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY  § 2,7%1,999,50
- =K

ES=z===2%

SEE ACCOUNTANTS' COMFILATION REFORT

BRO0D387




ANGELES CHEMICAL COMPANY, INCORPORATED
STATEMENT OF INCOME

. o UNAUDITED :

FOR THE TWELVE MONTHS ENDED APRIL 30, 1990

.. CURRENT o YEAR.
—FPERIOD %  __ TODATE ' %
OPERATING INCOME (LOSS} $ (153,252.57) {4,04) $ (247,821.57} (2.04)
OTHER INCOME OR {EXPENSE) : .
DISCOUNTS EARNED 316.52 0.01 1,614,01 0.0z
DEMURRAGE 61,25 0.00 . 1,202.50° 0.01
| 1oTEREST 1NcOME 8,803.32 0.23 14,566.36  0.18
| sALARY REIMBURSEMENT 321.75 0.01 1,141.53  0.01.
MISCELLANEOUS INCOME 0.00 0.00 879.62  0.01
PAILS 572,88 0.02 1,4386.54  0.0%
SALE OF ABSETS 100.00 0.00 ©.00  0.D0
TERMINALING CHARGES 19,441.45 0.51 36,718.29 0.4
INTEREST EXPENSE. {5,680.88) (0.15) (9,113.17) (0.41)
CONSULTANT EXPENSE (8,583.34) {0.25)  (38,333.38) (0.47)
' TOTAL OTHER INCOME {REXPENSE} 14,342.88 0.38 9,103.32  0.1i
| 1vcou oR (LOSS -
mggroni: I;lcmm,nxss {138,909.69) (3.66) . (238,718.25) (2.93)
CREDIT {PROVISION) 0.00 0.00 (500.00) {0.01]

- — -
e Al S Y N e — — - —— —— Y = —

FOR THNCOME TAXES

$ (138,909.63) (3.66) 8 {239,318.25) (Z2.94}

EI=SS=ZXHEESEXST SISEKEST

NET INCOME {LOSS)

TnREEENO@=SET T H 3 31

SEE ACCOUNTANTS' COMPILATION REPORT
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Slow Loans to Small Businesses
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CONMPARTAON OF:

" Tugr—Fndlnag Yerr Kndmr——Yesr¥ncitmy——fuRyT W Tae YEAR" ENDIND
income Statemsnt April 30,1988 Apcil 30, {987 April JU. 19H8 April 30, |989 APgIL 3d.18%0 v A
Sales %12,128.721.00 £10,520.887.00 20,442,311.00 49.002,717.29 £8, 226, 40K 004 C#E'VF‘“‘. et
. OF Gl Fap
T R T O T T RO T R e R B R T ST IT 86 3T g = ——]
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Mr. Eric Bramstedt Septembear 21, 1992
Menke & Assoclates

114 Sansome Sulte 166

fian Francisco, CA 94104-31821

Dear Mr, Bramstadt,

Encleped are Angelea’ 1999 financlal statements for your review in
valuing the company's stock.

I am currently reviewing the note "Company and Industry® from your
198 gﬁpurt and wiil talk to you about any updates that need to be
madef

I am alse trying to find an answer to whether ESOP payoff amounts patd
aver five years are fixed and should have that information to you next
waml,

Sincerly, .

-~ :

e —
Tirs Mahoney
Controlisr

Ene

t

ANGCELSS MDEERFIOEL 0. 1D

3815 Sorenzen Avanua » P.O, Box 21463 « Santu Fe Springt, California 90870
Talephans (213) 545-3911 » (213) EA5-43086 (LA.) = [714) 321.7660

BR000293
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August 7, 1989
File No. 185016.00

Mr. John Locke

Angeles Chemical Company

8915 Sorenson Avenue

Santa Fe Springs, California 90670

Subject: Revised Cost Proposal

Dear John:

As per our recent meeting, we hava restructured our' cost estimate to " i

reflect the following:

e Drill shallow soil borings, but confine dri1ling activities to 1 day's : -
drilling activities (assume one 10=hour day for thase activities), e
Note, as per our previous discussions, that all drilling costs will be
patd directly by Angeles Chemical. OQur recommendation would be to use
HF britling, who 18 very professional and fast.

& Analyze 5=, 10-, 15-, and 20-ft samples from each boring for EPA £240
{volat1ie orgamics). :

# This data will farm a portion of a final report ultimately to be sub- f @
mitted to the Los Angeles County Departmant of Health, However, since :
this activity represents only partial completion of the work plan, a
report will not ba prepared, Rather, we anticipate having one meeting
with you and your staff to discuss the results.

As we discussed, I will be out of the country beginntng September 19, but will
return to the office on Qcteber 16, We can initiate the drilling program
sometime after 1 return, perhaps several weeks, thereafter.

Please call 1f you have quastions. | _ ' ’ '}

Very trulg/yoirs,

Vice President
5C5 ENGINEERS

KVL/iml

S
Cineinentt Konsos Oty Los Angeee Phoanix Son Froncisco Seattle Tormpa Washingtan D.C. j"
BR000395
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TABLE 1. REVISED PARTIAL COST ESTIMATE
FOR ANGELES CHEMICAL - UNDERGROUND STORAGE

Amount (%)
ON=SITE DRILLING (ESTIMATED)
Includes drilling activities for 1 day (assume eight borings @ 2 ,000*
zgcft aach), bentonite seals, steam cleaning, asphalt patching, |
* Costs to be paid by Angeles Chemical. :
SCS COSTS :
On-site geologist (inciudes preparation for drilling and 1,200 -
completion of boring logs)
Equipment rental 150
Suppiies (drive tubes, etc.) 404
Laboratory analyses (32 samples € $225 each) 7,200
Meeting 400
Miscellaneous (travel, reproduction, telephone, etc,) 50
Management and project coerdination ' 1350
ESTIMATED TOTAL (excluding driiling) ' 10,750

BRU00396
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" August 7, 1980
File No. 185016.00

Mr. John Locke -
Angeles Chemical Company 4 k
8915 Sorenson Avenuye

Santa Fe Springs, California 90670

Subject: Undarground Storage Tank Investigations “;E;) f

Dear John:

As per your request, we have formulated some hypsthetical scenarios that

should provide you with a better idea of ultimdte cleanup costs on your site,
shol1d you experience $011 and/or ground wa contamination. These are not
estimates to actudlly do the work on your gite, but rather, ballpark ranges of
costs based on our experience at sites with similar problems. These scenarios
are explained balow, . ~

Scenario A - Minor Amounts of Chemicals Detected in Shallow Soils

N\

- This 1s what we typically find in an underground tamk farm that has data simi-
lar to that already generated by your personnel. That is, your tank and pipe-
Hne testing suggest that there have been no major spills at your facility.

In addition, your inventory control system indicates that no significant guan-
tities of products have heen lost. In such cases, small amounts of contami-
nants may have entered the subsurface soils from minor overfilling, or perhaps
very smatl/minute leaks in the pipeline elbows, etc. In this scenario,
cleanup costs are virtually nil, since the amount of constituents in the $0i
is minor and would generally not concern a regulatory agency. 1In this
scenario, detectahle amounts of some solvants would be detected in the soil
profile from probably 5§ to 15 feet below grade, but would not be present in
the lower depths at +30 faet. The costs experianced under this scenaris would
be only those incurred in the course of 1mg1ementing the entire underground
Storage tank program. A cleanup action solely for the purpose of dealing with
such minor amsunts of chemicals would he impractical. The enly possible
adverse affect under this scenaric would be that 1f 1n the future you decided
to install a vapor monitoring system, the vapors from chemicals already
prasent in the 011 might interfere to such an extent that vapor monitoring
would not be practical, . :

écenar1n B - Moderate Soll Contamination But No Ground Water Contamination

Under this scenario, moderate amounts of solvents would have been unknowingly
released over the years and would have contaminated soils down to a greater
depth, posatbly down to 36 or 40 feet. The contamination would be significant
Enougﬁ te require some sort of remedial action to prevent the contaminants
from reaching ground water. Vapor extraction is the most cost-effective
method that wa have found to vemedy a s{tuation such as this,

" Cindinnati Komags Cily Loo Angeles Phowrix San Frandiico Sealie Tempa Washington D.C.

BRO00397
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. ¥r, John Locke - ‘f
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In vapor extraction, vacuum ¥s applied to perforated pipes/piacad within the .
contaminated zone, and the vapors are vented to the surfafe through a costbus-

tion engine or incineration/catox unft that ox{dizes these constifuents into ;
haymless carbon dioxide and water (similar to the way 4 car engine operates). : ;
While these systems ara not fnexpensive, a ballpark estimate could range from
a low of about 5151000 to a high of about $300,000, depending on the quantity
of chemicals actually €ncountered and the Téngth of time needed to complate
the venting. In addition, the Water Quality Control Board would probably
Insist on several ground water wells to assure that no chemicals had migrated .
inte the first aguifer. This could cost an additional Qgglggg_gg_§lgglgﬂo i
dapending on the monitoring program required. _ :

Scenario C - Heavily Contaminated Subsurface Soil and Contaminated Ground S
Waler Underneath the Site : ‘ -

inder this scenario, potential investigative and cleanup costs are an order of
magnitude more expensive than in the previous scenarin. In order to investi-
gate the extent of contamination under such a scenario, multiple ground watar
wells would have to be placed both on site and off site and monitored for a
period of 6 months to 1 year in order to determine the ful) extent of the
problem. This phase alone could ¢cost anywhere from $50,000 to $100,000 or
more, depending on how many wells are recessary and the fraquency of monitor-
Ing. Once it has been determined that a cleanup program is requived, a com-
plete remedial design is nacessary, followed by an implementation phase.

While it is virtually impossible to predict at this point what such a dasign :
for this site might cé?fg‘?Tgﬁ?EE‘?Eg“ﬁhsign and fmplementation can easily . , |

range from a 1ow of ?$ggz%1_bundrad_xhgaggpd dollars to in excess of a miilion i
dg%lgg%_nr_mnre. WhiTe it g very unlikely That this 1s tha case at your ' ;

$1te, this cost (not to scars you, JORAn) has been provided just to give you an
idea of the magnitude of such problems., In all the cases that SCS has been
involved in over the years 1n southern California, we have only encounterad
two such cases where these kinds of costs have efther been incurred or sven-
“TOaTTy WHTTBE incurred, and both of these were attributable to substantial
and known tank leaks. -

John, as we discussed, this is only a rough draft so please feel free to i'
either call or mark this up as you see fit and send it back to me for revi-
sion. P

Very truly yours,

Kenneth V. LaConde
Vice President
SCS ENGINEERS

 XVisey : i
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